RESOLUTION NO. 20110609-016

WHEREAS, Travis County Municipal Utility District No. 10 (the
“District”} is a conservation and reclamation district, a body corporate and
politic and governmental agency of the State of Texas, created as Point
Venture 11 Municipal Utility District on or about May 17, 1989, by an order
of the Texas Water Commission, now known as the Texas Commission on
Environmental Quality (“the Commission™), and whose name was changed to
Travis County Municipal Utility District No. 10 on November 10, 1998, and
operates under Chapters 49 and 54, Texas Water Code (the “Act”); and

WHEREAS, by Ordinance No. 880324-G, the City of Austin (the
“City”) granted its consent to the creation of the District. The City, the
District and Mitchell Development Corporation of the Southwest, the original
developer of the lands comprising the District, entered into a certain
“Agreement Concerning Creation and Operation of Travis County Municipal
Utility District No. 10” (the “Consent Agreement”), which sets forth the terms

and conditions for creation and operation of the District; and

WHEREAS, the creation of the District was confirmed by an election
held within the District on August 12, 1989; and

WHEREAS, at an election held within the District on September 14,
2002, voters of the District authorized a total of $20,300,000 in Waterworks
and Sewer System Combination Unlimited Tax and Revenue Bonds (the

“Authorized Bonds”); and

WHEREAS, the Consent Agreement sets forth terms relating to the

issuance of the Authorized Bonds by the District; and

WHEREAS, subject to the terms of the Consent Agreement, the

District is authorized by the Act to purchase, construct, acquire, own, operate,




maintain, repair, improve, or ¢xtend, inside or outside its boundaries, any and
all works, improvements, facilities, plants, equipment, and appliances

necessary to accomplish the purposes of its creation; and

WHEREAS, under the Consent Agreement and that certain
Commission Order Authorizing the Issuance of $1,150,000 Travis County
Municipal Utility District No. 10 Waterworks and Sewer System
Combination Unlimited Tax and Revenue Bonds, Series 2011 (the “Series
2011 Bond Order”), the District proposes to issue bonds designated as its
$1,150,000 Travis County Municipal Utility District No. 10 Waterworks and
Sewer Combination Unlimited Tax and Revenue Bonds, Series 2011 (the
“Series 2011 Bonds™) for water, wastewalcr, drainage and lift station to serve
Waterford on Lake Travis, Section 4A, land acquisition costs for the lift
station and water quality ponds, engineering, financial advisor and legal fees;

and related bond issuance expenses; NOW THEREFORE,
BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF AUSTIN:

The City Council approves the issuance by the District of the Series
2011 Bonds and approves the District’s Series 2011 Bond Resolution and the
substantially complete draft of the Preliminary Official Statement for the
Series 2011 Bonds, attached hereto as Exhibit 1 and Exhibit 2, respectively,
subject to final review and approval of the final offering documents by the

Director of the City’s Department of Financial and Administrative Services.

ADOPTED: June 9 ,2011  ATTEST:




Exhibit 1

RESOLUTION AUTHORIZING THE ISSUANCE OF $1,150,000
TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10
WATERWORKS AND SEWER SYSTEM COMBINATION
UNLIMITED TAX AND REVENUE BONDS, SERIES 2011

THESTATE OF TEXAS §
§
COUNTY OF TRAVIS §

WHEREAS, the bonds hereinafter authorized were duly and favorably voted at
an election held in the District on September 14, 2002; and

WHEREAS, the Board of Directors of the District does hereby determine that
bonds in the amount of $1,150,000 should be issued, as a portion and the third
installment of the $20,300,000 bonds voted at such election, leaving the remaining
$13,660,000 of such bonds, and any other bonds as may hereinafter be authorized by the
District voters, to be issued at a later date; Now, Therefore

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF TRAVIS COUNTY
MUNICIPAL UTILITY DISTRICT NO. 10 THAT:

1. Definitions.  Throughout this resolution the following terms and
expressions as used herein shall have the meanings set forth below:

“ Accounting Principles” means the accounting principles described in the notes
to the Audit.

“Act” means Chapters 49 and 54, Texas Water Code, as amended.
“Audit” means the audited financial statements of the District prepared by an
independent auditor in accordance with the rules of the Texas Commission on

Environmental Quality in effect at such time.

“Blanket Issuer Letter of Representations” means the Blanket Issuer Letter of
Representations between the District, the Registrar and DTC.

“Board” means the Board of Directors of the District.
“Bond” or “Bonds” means one or more bonds of the issue of $1,150,000 Travis
County Municipal Utility District No. 10 Waterworks and Sewer System Combination

Unlimited Tax and Revenue Bonds, Series 2011, authorized in this Resolution, unless
the context clearly indicates otherwise.

T10bondres




“Business Day” means any day which is not a Saturday, Sunday, or a day on
which the Registrar is authorized by law or executive order to remain closed.

“Code” means the Internal Revenue Code of 1986, as amended.

“Debt Service Fund” means the interest and sinking fund confirmed in this
Resolution,

“District” means Travis County Municipal Utility District No. 10.

“DTC” means The Depository Trust Company of New York, New York, or any
successor securities depository.

“DTC Participant” means brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations on whose behalf DTC was created to hold
securities to facilitate the clearance and settlement of securities transactions among DTC
Participants.

“EMMA"” means the MSRB via the Electronic Municipal Market Access System
established by the MSRB.

“Initial Bond” means the Initial Bond authorized by Section 4.

“Interest Payment Date,” when used in connection with any Bond, means March
1, 2012, and each September 1 and March 1 thereafter until maturity or prior
redemption of such Bond.

“Material” shall have the meaning of such word as used under federal securities
laws.

“MSRB” means the Municipal Securities Rulemaking Board.

“Paying Agent” means the Registrar.

" r i " H . - r » . .

Person” or “Persons” means any individual, corporation, partnership, joint
venture, association, joint-stock company, trust, unincorporated organization or

government or any agency or political subdivision of a government or any entity
whatsoever.

“Record Date” means, for any Interest Payment Date, the fifteenth calendar day
of the month next preceding each Interest Payment Date.
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“Register” means the books of registration kept by the Registrar, in which are
maintained the names and addresses of, and the principal amounis of the Bonds
registered to, each Registered Owner.

“Registered Owner” means any person who shall be the registered owner of any
outstanding Bond.

“Registrar” means The Bank of New York Mellon Trust Company, N.A,, Dallas,
Texas, and its successors in that capacity.

“Resolution” as used herein and in the Bonds means this Resolution authorizing
the Bonds.

“Rule” means SEC Rule 10c2-12, as amended from time to time.
“SEC” means the United States Securities and Exchange Commission.

2. Authorization. The Bonds shall be issued in fully registered form, without
coupons, in the total aggregate amount of ONE MILLION ONE FHUNDRED FIFTY
THOUSAND DOLLARS ($1,150,000) for the purpose or purposes of purchasing,
constructing, acquiring, owning, operating, repairing, improving, extending, or paying
for inside and outside the District's boundaries, any District works, improvements,
facilities, plants, equipment , appliances and all costs associated with flood plain and
wetlands regulation and endangered species and stormwater permits, including
mitigation, needed to accomplish the purposes of the District authorized by the Texas
Constitution, the Texas Water Code, to wit: the works, improvements, facilities, plants,
equipment and appliances to provide a waterworks system, sanitary sewer system,
drainage and storm sewer system, including, but not limited to, all additions to such
systems and all works, improvements, facilities, plants, equipment, appliances, interests
in property, and contract rights needed therefore and administrative facilities needed in
connection therewith, under and in strict conformity with the Constitution and laws of
the State of Texas, particularly Section 59 of Article XVI, Constitution of Texas, and the
Act.

3. Designation, Date, and Interest Payment Dates. The Bonds shall be
designated as the “TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10
WATERWORKS AND SEWER SYSTEM COMBINATION UNLIMITED TAX AND
REVENUE BONDS, SERIES 2011,” and shall be dated July 1, 2011. The Bonds shall bear
interest at the rates set forth below from the later July 1, 2011, or the most recent Interest
Payment Date to which interest has been paid or duly provided for, calculated on the
basis of a 360-day year of twelve 30-day months, interest payable on March 1, 2012, and
semiannually thereafter on each September T and March 1 until maturity or prior
redemption.
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4, Initial Bonds; Interest Rates; Maturities; Principal Amounts and
Denominations. The Bonds shall be issued bearing the numbers, in the principal
amounts, and bearing interest at the rates set forth in the following schedule, and may
be transferred and exchanged as set out in this Resolution. The Bonds shall mature on
September 1 in each of the years and in the amounts set out in such schedule. The
Initial Bond shall be numbered IB-1 and all other Bonds shall be numbered in sequence
beginning with R-1. Bonds delivered in transfer of or in exchange for other Bonds shall
be numbered in order of their authentication by the Registrar, shall be in the
denomination of $5,000 or integral multiples thereof, and shall mature on the same date
and bear interest at the same rate as the Bond or Bonds in lieu of which they are
delivered.

Principal Amount Year Interest Rate
$ 25,000 2013 %
25,000 2014
25,000 2015
25,000 2016
25,000 2017
25,000 2018
25,000 2019
25,000 2020
25,000 2021
25,000 2022
25,000 2023
25,000 2022
25,000 2023
25,000 2024
25,000 2025
25,000 2026
25,000 2027
25,000 2028
25,000 2029
25,000 2030
25,000 2031
25,000 2032
25,000 2033
25,000 2034
25,000 2035
25,000 2036
265,000 2037
285,000 2038
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5. Optional and Mandatory Redemption. The District reserves the right, at
its option, to redeem the Bonds prior to maturity on the dates and at the redemption
prices set forth in the form of the Bonds in this Resolution. In addition, portions of the
Bonds are subject to mandatory sinking fund redemption on the dates and at the
redemption prices set forth in the form of the Bonds in this Resolution.

Principal amounts may be redeemed only in integral multiples of $5,000. If a
Bond subject to redemption is in a denomination larger than $5,000, a portion of such
Bond may be redeemed, but only in integral multiples of $5,000. In selecting portions of
Bonds for redemption, the Registrar shall treat each Bond as representing that number
of Bonds of $5,000 denomination which is obtained by dividing the principal amount of
such Bond by $5,000. The Registrar shall select the particular Bonds to be redeemed
within any given maturity by lot or other random selection method. Upon surrender of
any Bond for redemption in part, the Registrar, in accordance with this Resolution, shall
authenticate and deliver in exchange therefor a Bond or Bonds of like maturity and
interest rate in an aggregate principal amount equal to the unredeemed portion of the
Bond so surrendered.

Notice of any redemption identifying the Bonds to be redeemed in whole or in
part shall be given by the Registrar at least 30 days prior to the date fixed for
redemption by sending written notice by first class mail to the Registered Owner of
each Bond to be redeemed in whole or in part at the address shown on the Register.
Such notices shall state the redemption date, the redemption price, the place at which
Bonds are to be surrendered for payment and, if less than all Bonds outstanding within
any one maturity are to be redeemed, the numbers of the Bonds or portions thereof to
be redeemed. Any notice given as provided in this Section shall be conclusively
presumed to have been duly given, whether or not the Registered Owner receives such
notice. By the date fixed for redemption, due provision shall be made with the
Registrar for payment of the redemption price of the Bonds or portions thereof to be
redeemed, plus accrued interest to the date fixed for redemption. When Bonds have
been called for redemption in whole or in part and due provision has been made to
redeem same as herein provided, the Bonds or portions thereof so redeemed shall no
longer be regarded as outstanding except for the purpose of receiving payment solely
from the funds so provided for redemption, and the rights of the Registered Owners to
collect interest which would otherwise accrue after the redemption date on any Bond or
portion thereof called for redemption shall terminate on the date fixed for redemption

6. Execution of Bonds; Seal. The Bonds shall be signed by the President of
the Board and countersigned by the Secretary of the Board, by their manual,
litho-graphed, or facsimile signatures, and the official seal of the District shall be
impressed or placed in facsimile thereon. Such facsimile signatures on the Bonds shall
have the same effect as if each of the Bonds had been signed manually and in person by
each of said officers, and such facsimile seal on the Bonds shall have the same effect as if
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the official seal of the District had been manually impressed upon each of the Bonds. If
any officer of the District whose manual or facsimile signature shall appear on the
Bonds shall cease to be such officer before the authentication of such Bonds or before
the delivery of such Bonds, such manual or facsimile signhature shall nevertheless be
valid and sufficient for all purposes as if such officer had remained in such office.

On the date of delivery of the Bonds, the Initial Bond, being a single bond
representing the entire principal amount of the Bonds, payable in stated installments to
the Initial Purchaser or its designee, executed by manual or facsimile signature of the
President and Secretary of the Board, or other designated District official, approved by
the Attorney General, and registered and manually signed by the Comptroller of Public
Accounts, shall be delivered to the Initial Purchaser or its designee. Upon payment for
the Initial Bond, the Registrar shall cancel the Initial Bond and deliver Bonds to DTC in
accordance with Section 13.

7. Approval by Attorney General; Registration by Comptroller. The Bonds
to be initially issued shall be delivered to the Attorney General of Texas for approval
and shall be registered by the Comptroller of Public Accounts of the State of Texas. The
manually executed registration certificate of the Comptroller of Public Accounts
substantially in the form provided in this Resolution shall be attached or affixed to the
Bonds to be initially issued.

8. Authentication.  Except for the Initial Bond, which need not be
authenticated by the Registrar, in the event the Book-Entry-Only System is
discontinued, only such Bonds which bear thereon a certificate of authentication,
substantially in the form provided in this Resolution, manually executed by an
authorized representative of the Registrar, shall be entitled to the benefits of this
Resolution or shall be valid or obligatory for any purpose. Such duly executed
certificate of authentication shall be conclusive evidence that the Bonds so authenticated
were delivered by the Registrar hereunder.

9. Payment of Principai and Interest. The Registrar is hereby appointed as
the paying agent for the Bonds. The principal of and interest on the Bonds are payable,
without exchange or collection charges, in any coin or currency of the United States of
America which, on the date of payment, is legal tender for the payment of debts due the
United States of America. Principal is payable upon presentation and surrender of the
Bonds as they respectively become due and payable, whether at maturity or by prior
redemption, at the principal payment office of the Registrar in Dallas, Texas. Interest is
payable by check or draft dated as of the Interest Payment Date, mailed by the Registrar
on each Interest Payment Date to the Registered Owner of record as of the Record Date,
first class, postage prepaid, to the address of such Registered Owner as shown in the
Register, or by such other customary banking arrangements as may be agreed upon by
the Registrar and the Registered Owner, at the risk and expense of the Registered
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Owner. Any accrued interest payable at maturity on a Bond shall be paid upon
presentation and surrender of such Bond at the principal payment office of the
Registrar.

If the date for payment of the principal of or interest on any Bond is not a
Business Day, then the date for such payment shall be the next succeeding Business Day
with the same force and effect as if made on the date such payment was originally due.

10, Successor Registrars. The District covenants that at all times while any
Bonds are outstanding it will provide a national or state banking institution, which shall
be organized and doing business under the laws of the United States of America or of
any State, authorized under such laws to exercise trust powers, and which shall be
subject to supervision or examination by federal or state authority, to act as Registrar
for the Bonds. The District reserves the right to change the Registrar for the Bonds on
not less than 30 days written notice to the Registrar, so long as any such notice is
effective not less than 60 days prior to the next succeeding principal or Interest Payment
Date on the Bonds. Promptly upon the appointment of any successor Registrar, the
previous Registrar shall deliver the Register or copies thereof to the new Registrar, and
the new Registrar shall notify each Registered Owner, by United States mail, first class
postage prepaid, of such change and of the address of the new Registrar. Each
Registrar here-under, by acting in that capacity, shall be deemed to have agreed to the
provisions of this Section.

11.  Special Record Date. If interest on any Bond is not paid on any Interest
Payment Date and continues unpaid for 30 days thereafter, the Registrar shall establish
a new record date for the payment of such interest, to be known as a Special Record
Date. The Registrar shall establish a Special Record Date when funds to make such
interest payment are received from or on behalf of the District. Such Special Record
Date shall be 10 days prior to the date fixed for payment of such past due interest, and
notice of the date of payment and the Special Record Date shall be sent by United States
mail, first class, postage prepaid, not later than five days prior to the Special Record
Date, to each affected Registered Owner of record as of the close of business on the day
prior to the mailing of such notice.

12, Ownership; Unclaimed Principal and Interest. The District, the Registrar
and any other person may treat the person in whose name any Bond is registered as the
absolute Registered Owner of such Bond for the purpose of making and receiving
payment of principal or interest on such Bond, and for all other purposes, whether or
not such Bond is overdue, and neither the District nor the Registrar shall be bound by
any notice or knowledge to the contrary. All payments made to the person deemed to
be the Registered Owner of any Bond in accordance with this Section shall be valid and
effectual and shall discharge the liability of the District and the Registrar upon such
Bond to the extent of the sums paid.

T10bondres -7-




Amounts held by the Registrar which represent principal of and interest on the
Bonds remaining unclaimed by the Registered Owner after the expiration of three years
from the date such amounts have become due and payabie shall be reported and
disposed of by the Registrar in accordance with the applicable provisions of Texas law
including, to the extent applicable, Title 6 of the Texas Property Code, as amended.

13. Book-Entry Only System.

{a)  The Initial Bond shall be registered in the name of Cede & Co. Except as
provided in Section 14 hereof, all other Bonds shall be registered in the name of Cede &
Co., as nominee of DTC.

{(b)  With respect to Bonds registered in the name of Cede & Co., as nominee of
DTC, the District and the Registrar shall have no responsibility or obligation to any
DTC Participant or to any person on behalf of whom such DTC Participant holds an
interest in the Bonds, except as provided in this Resolution. Without limiting the
immediately preceding sentence, the District and the Registrar shall have no
responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede
& Co. or any DTC Participant with respect to any ownership interest in the Bonds, (ii}
the delivery to any DTC Participant or any other person, other than a Registered
Owner, as shown on the Register, of any notice with respect to the Bonds, including any
notice of redemption, or (iii) the payment to any DTC Participant or any other person,
other than a Registered Owner, as shown on the Register, of any amount with respect to
principal of, premium, if any, or interest on the Bonds. Notwithstanding any other
provision of this Resolution to the contrary, the District and the Registrar shall be
entitled to treat and consider the person in whose name each Bond is registered in the
Register as the absolute Registered Owner of such Bond for the purpose of payment of
principal of and interest on the Bonds, for the purpose of giving notices of redemption
and other matters with respect to such Bond, for the purpose of registering transfer with
respect to such Bond, and for all other purposes whatsoever. The Registrar shall pay all
principal of, premium, if any, and interest on the Bonds only to or upon the resolution
of the respective Registered Owners, as shown in the Register as provided in this
Resolution, or their respective attorneys duly authorized in writing, and all such
payments shall be valid and effective to fully satisfy and discharge the District’s
obligations with respect to payments of principal, premium, if any, and interest on the
Bonds to the extent of the sum or sums so paid. No person other than a Registered
Owner, as shown in the Register, shall receive a Bond certificate evidencing the
obligation of the District to make payments of amounts due pursuant to this Resolution.
Upon delivery by DTC to the Registrar of written notice to the effect that DTC has
determined to substitute a new nominee in place of Cede & Co., and subject to the
provisions of this Resolution with respect to interest checks being mailed to the
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Registered Owner of record as of the Record Date, the phrase “Cede & Co.” in this
Resolution shall refer to such new nominee of DTC.

(c)  The execution and delivery of the Blanket Issuer Letter of Representations
is hereby approved with such changes as may be approved by the President of the
Board, and the President of the Board is hereby authorized and directed to execute such
Blanket Issuer Letter of Representations.

14. Successor  Securities  Depository; Transfer Qutside Book-Entry Only
System. In the event that the District in its sole discretion, determines that the beneficial
owners of the Bonds be able to obtain certificated Bonds, or in the event DTC
discontinues the services described herein, the District shall (i) appoint a successor
securities depository, qualified to act as such under Section 17(a) of the Securities and
Exchange Act of 1934, as amended, notify DTC and DTC Participants, as identified by
DTC, of the appointment of such successor securities depository and transfer one or
more separate Bonds to such successor securities depository or (ii) notify DTC and DTC
Participants, as identified by DTC, of the availability through DTC of Bonds and
transfer one or more separate Bonds to DTC Participants having Bonds credited to their
DTC accounts, as identified by DTC. In such event, the Bonds shall not longer be
restricted to being registered in the Register in the name of Cede & Co., as nominee of
DTC, but may be registered in the name of the successor securities depository, or its
nominee, or in whatever name or names Registered Owners transferring or exchanging
Bonds shall designate, in accordance with the provisions of this Resolution.

15. Payments to Cede & Co. Notwithstanding any other provision of this
Resolution to the contrary, so long as any Bonds are registered in the name of Cede &
Co., as nominee of DTC, all payments with respect to principal of, premium, if any, and
interest on such Bonds, and all notices with respect to such Bonds, shall be made and
given, respectively, in the manner provided in the Blanket Issuer Letter of
Representations.

16. Registration, Transfer, and Exchange. 5o long as any Bonds remain
outstanding, the Registrar shall keep the Register at its principal payment office and,
subject to such reasonable regulations as it may prescribe, the Registrar shall provide
for the registration and transfer of Bonds in accordance with the terms of this

Resolution.

Subject to the provisions of Section 13, entitled “Book-Entry-Only System,” each
Bond shall be transferable only upon the presentation and surrender thereof at the
principal payment office of the Registrar, duly endorsed for transfer, or accompanied by
an assignment duly executed by the Registered Owner or his authorized representative
in form satisfactory to the Registrar. Upon due presentation of any Bond in proper
form for transfer, the Registrar shall authenticate and deliver in exchange therefor,
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within three Business Days after such presentation, a new Bond or Bonds, registered in
the name of the transferee or transferees, in authorized de-nominations and of the same
maturity and aggregate principal amount and bearing interest at the same rate as the
Bond or Bonds so presented.

All Bonds shall be exchangeable upon presentation and surrender thereof at the
principal payment office of the Registrar for a Bond or Bonds of like maturity and
interest rate and in any authorized denomination, in an aggregate amount equal to the
unpaid principal amount of the Bond or Bonds presented for exchange. The Registrar
shall be and is hereby authorized to authenticate and deliver exchange Bonds in
accordance with the provisions of this Section. Each Bond delivered in accordance with
this Section shall be entitled to the benefits and security of this Resolution to the same
extent as the Bond or Bonds in lieu of which such Bond is delivered.

Neither the District nor the Registrar shall be required to transfer or exchange
any Bond during the period beginning on a Record Date and ending on the next
succeeding Interest Payment Date or to transfer or exchange any Bond called for
redemption during the 30 day period prior to the date fixed for redemption of such
Bond.

The District or the Registrar may require the Registered Owner of any Bond to
pay a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with the transfer or exchange of such Bond. Any fee or charge of
the Registrar for such transfer or exchange shall be paid by the District.

17.  Mutilated, Lost, or Stolen Bonds. Subject to the provisions of Section 13,
entitled “Book-Entry-Only System,” upon the presentation and surrender to the
Registrar of a mutilated Bond, the Registrar shall authenticate and deliver in exchange
therefor a replacement Bond of like maturity, interest rate, and principal amount,
bearing a number not contemporaneously outstanding. If any Bond is lost, apparently
destroyed, or wrongfully taken, the District, pursuant to the applicable laws of the State
of Texas and in the absence of notice or knowledge that such Bond has been acquired by
a bona fide purchaser, shall execute and the Registrar shall authenticate and deliver a
replacement Bond of like maturity, interest rate and principal amount, bearing a
number not contemporaneously outstanding,.

The District or the Registrar may require the Registered Owner of a mutilated
Bond to pay a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection therewith and any other expenses connected therewith,
including the fees and expenses of the Registrar. The District or the Registrar may
require the Registered Owner of a lost, apparently destroyed or wrongfully taken Bond,
before any replacement Bond is issued, to:
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(1)  furnish to the District and the Registrar satisfactory evidence
of the ownership of and the circumstances of the loss, destruction or theft
of such Bond;

(2)  furnish such security or indemnity as may be required by
the Registrar and the District to hold them harmless;

(3)  pay all expenses and charges in connection therewith,
including, but not limited to, printing costs, legal fees, fees of the Registrar
and any tax or other governmental charge that may be imposed; and

(4)  meet any other reasonable requirements of the District and
the Registrar.

If, after the delivery of such replacement Bond, a bona fide purchaser of the original
Bond in lieu of which such replacement Bond was issued presents for payment such
original Bond, the District and the Registrar shall be entitled to recover such
replacement Bond from the person to whom it was delivered or any person taking
therefrom, except a bona fide purchaser, and shall be entitled to recover upon the
security or indemnity provided therefor to the extent of any loss, damage, cost or
expense incurred by the District or the Registrar in connection therewith.

If any such mutilated, lost, apparently destroyed or wrongfully taken Bond has
become or is about to become due and payable, the District in its discretion may,
instead of issuing a replacement Bond, authorize the Registrar to pay such Bond.

Each replacement Bond delivered in accordance with this Section shall be
entitled to the benefits and security of this Resolution to the same extent as the Bond or
Bonds in lieu of which such replacement Bond is delivered.

18.  Cancellation of Bonds. Subject to the provisions of Section 13, entitled
“Book-Entry-Only System”, all Bonds paid in accordance with this Reselution, and all
Bonds in lieu of which exchange Bonds or replacement Bonds are authenticated and
delivered in accordance herewith, shall be canceled and destroyed upon the making of
proper records regarding such payment. Upon request, the Registrar shall furnish the
District with appropriate certificates of destruction of such Bonds.

19. Forms. The form of the Bonds, including the form of the Registrar’s
Authentication Certificate, the form of Assignment, and the form of Registration
Certificate of the Comptroller of Public Accounts of the State of Texas, which shall be
attached or affixed to the Bonds initially issued, shall be, respectively, substantially as
follows, with such additions, deletions and variations as may be necessary or desirable
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and not prohibited by this Resolution, including any legend regarding bond insurance
if such insurance is obtained by the purchaser:

a. Face of Bond
UNITED STATES OF AMERICA
STATE OF TEXAS
COUNTY OF TRAVIS
REGISTERED REGISTERED
NUMBER AMOUNT

$__

TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10
WATERWORKS AND SEWER SYSTEM COMBINATION
UNLIMITED TAX AND REVENUE BOND

SERIES 2011
INTEREST RATE:  MATURITY DATE: ISSUE DATE: CUSIP NO.:
July 1, 2011
REGISTERED OWNER:;
PRINCIPAL AMOUNT: DOLLARS

TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10 (the “District”)
promises to pay to the Registered Owner identified above, or registered assigns, on the
maturity date specified above, upon presentation and surrender of this Bond at the
principal payment office of the registrar (the “Registrar”), initially, The Bank of New
York Mellon Trust Company, N.A., in Dallas, Texas, the principal amount identified
above, and to pay interest thereon at the rate shown above, calculated on the basis of a
360-day year of twelve 30-day months, from the later of July 1, 2011, or the most recent
interest payment date to which interest has been paid or duly provided for. The Initial
Bond shall be dated as of the Issue Date. Principal of and interest on this Bond are
payable in any coin or currency of the United States of America which on the date of
payment is legal tender for the payment of debts due the United States of America.
Interest on this Bond is payable (i) by check or draft dated as of the interest payment
date mailed by the Registrar to the Registered Owner, first class, postage prepaid, to the
address of such Registered Owner as shown in the register of the Registrar as of the
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fifteenth day of the month next preceding each interest payment date, or (ii) by such
other customary banking arrangements as may be agreed upon by the Registrar and the
Registered Owner (at the risk and expense of such Registered Owner), on each
September 1 and March 1 until maturity, beginning March 1, 2012.

THIS BOND is one of a duly authorized issue of Bonds, aggregating $1,150,000
(the “Bonds”), issued for the purpose or purposes of purchasing, constructing,
acquiring, owning, operating, repairing, improving, extending, or paying for inside
and outside the District's boundaries, any District works, improvements, facilities,
plants, equipment , appliances and all costs associated with flood plain and wetlands
regulation and endangered species and stormwater permits, including mitigation,
needed to accomplish the purposes of the District authorized by the Texas Constitution,
the Texas Water Code, to wit: the works, improvements, facilities, plants, equipment
and appliances to provide a waterworks system, sanitary sewer system, drainage and
storm sewer system, including, but not limited to, all additions to such systems and all
works, improvements, facilities, plants, equipment, appliances, interests in property,
and contract rights needed therefore and administrative facilities needed in connection
therewith, under and in strict conformity with the Constitution and laws of the State of
Texas, particularly Chapters 49 and 54 of the Texas Water Code, by authority of an
election held for and within the District on September 14, 2002, and pursuant to a
resolution adopted by the Board of Directors on June 7, 2011 (the “Resolution”).

THIS BOND, and the other Bonds of the series of which it is a part, are payable
from the proceeds of an annual ad valorem tax levied without legal limitation as to rate
or amount upon all taxable property within the District, and are further payable from
and secured by a lien on and pledge of certain net revenues, if any, of the District's
waterworks, sanitary sewer and drainage system (the “System”). Reference is hereby
made to the Resolution for a complete description of the terms, covenants and
provisions pursuant to which this Bond and said series of Bonds are secured and made
payable; the respective rights thereunder of the Registered Owners of the Bonds, the
District and the Registrar; and the terms upon which the Bonds are, and are to be,
registered and delivered.

THE DISTRICT RESERVES THE RIGHT, at its option, to redeem the Bonds
maturing on or after September 1, 2019, prior to their scheduled maturities, in whole or
in part, in integral multiples of $5,000, on September 1, 2018, or any date thereafter at
par plus accrued interest on the principal amounts called for redemption to the date
fixed for redemption. If a Bond subject to redemption is in a denomination [arger than
$5,000, a portion of such Bond may be redeemed, but only in integral multiples of
$5,000. In selecting portions of Bonds for redemption, the Registrar shall treat each
Bond as representing that number of Bonds of $5,000 denomination which is obtained
by dividing the principal amount of such Bond by $5,000. The Registrar shall select the
particular Bonds to be redeemed within any given maturity by lot or other random
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selection method. Upon surrender of any Bond for redemption in part, the Registrar, in
accordance with the provisions of the Resolution, shall authenticate and deliver in
exchange therefor a Bond or Bonds of like maturity and interest rate in an aggregate
principal amount equal to the unredeemed portion of the Bond so surrendered.
Reference is made to the Resolution for complete details concerning the manner of
redeeming the Bonds.

IN ADDITION TO BEING SUBJECT TO OPTIONAL REDEMPTION, THE
BONDS ISSUED A5 TERM BONDS maturing on September 1, in each of the years
(collectively, the "Term Bonds") are subject to mandatory
redemption prior to maturity in the following amounts (subject to reduction as
hereinafter provided), on the following dates ("Mandatory Redemption Dates"), at a
price equal to the principal amount redeemed plus accrued interest to each Mandatory
Redemption Date, subject to the conditions set forth below:

TERM BOND

Mandatory Redemption Principal Amount

ON OR BEFORE 30 days prior to each Mandatory Redemption Date set forth
above, the Registrar shall (i) determine the principal amount of such Term Bond that
must be mandatorily redeemed on such Mandatory Redemption Date, after taking into
account deliveries for cancellation and optional redemptions as more fully provided for
below, {ii} select, by lot or other customary random method, the Term Bond or portions
of the Term Bond of such maturity to be mandatorily redeemed on such Mandatory
Redemption Date, and (iii) give notice of such redemption as provided in the Bond
Resolution. The principal amount of any Term Bond to be mandatorily redeemed on
such Mandatory Redemption Date shall be reduced by the principal amount of such
Term Bond which, by the 45th day prior to such Mandatory Redemption Date, either
has been purchased in the open market and delivered or tendered for cancellation by or
on behalf of the District to the Registrar or optionally redeemed and which, in either
case, has not previously been made the basis for a reduction under this sentence

NOTICE OF ANY REDEMPTION shall be given at least 30 days prior to the date
fixed for redemption by first class mail, addressed to the Registered Owner of each
Bond to be redeemed in whole or in part at the address shown on the books of
registration kept by the Registrar. When Bonds or portions thereof have been called for
redemption, and due provision has been made to redeem the same, the principal
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amounts so redeemed shall be payable solely from the funds provided for redemption,
and interest which would otherwise accrue on the amounts called for redemption shall
terminate on the date fixed for redemption.

THIS BOND IS TRANSFERABLE only upon presentation and surrender at the
principal payment office of the Registrar, duly endorsed for transfer or accompanied by
an assignment duly executed by the Registered Owner or his authorized representative,
subject to the terms and conditions of the Resolution.

THIS BOND IS EXCHANGEABLE at the principal payment office of the
Registrar for bonds in the principal amount of $3,000 or any integral multiple thereof,
subject to the terms and conditions of the Resolution.

NEITHER THE DISTRICT nor the Registrar shall be required to transfer or
exchange any Bond during the period beginning on a Record Date and ending on the
next succeeding interest payment date or to transfer or exchange any Bond called for
redemption during the 30 day period prior to the date fixed for redemption of such
Bond.

THIS BOND shalil not be valid or obligatory for any purpose or be entitled to any
benefit under the Resolution unless this Bond is either (i) registered by the Comptroiler
of Public Accounts of the State of Texas by registration certificate attached or affixed
hereto or (ii) authenticated by the Registrar by due execution of the authentication
certificate endorsed hereon.

THE REGISTERED OWNER of this Bond, by acceptance hereof, acknowledges
and agrees to be bound by all the terms and conditions of the Resolution.

THE DISTRICT has covenanted in the Resolution that it will at all times provide
a legally qualified registrar for the Bonds and will cause notice of any change of
registrar to be mailed first class, postage prepaid, to each Registered Owner.

IT IS HEREBY certified, recited and covenanted that this Bond has been duly and
validly issued and delivered; that all acts, conditions and things required or proper to
be performed, to exist and to be done precedent to or in the issuance and delivery of
this Bond have been performed, exist and have been done in accordance with law; and
that annual ad valorem taxes, without legal limit as to rate or amount, sufficient to
provide for the payment of the interest on and principal of this Bond, as such interest
comes due and such principal matures, have been levied and ordered to be levied
against all taxable property in the District and have been pledged irrevocably for such
payment, and in addition, certain net revenues of the System have been pledged
irrevocably for the payment of the Bonds.
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IN WITNESS WHEREOF, this Bond has been signed with the manual or
facsimile signature of the President of the Board of Directors and countersigned with
the manual or facsimile signature of the Secretary of the Board of Directors, and the
official seal of the District has been duly impressed, or placed in facsimile, on this Bond.

TRAVIS COUNTY MUNICIPAL UTILITY
DISTRICT NO. 10

President, Board of Directors

Secretary, Board of Directors

(SEAL)
b. Form of Registration Certificate of Comptroller of Public Accounts
COMPTROLLER’S REGISTRATION CERTIFICATE: REGISTER NO.

I hereby certify that this Bond has been examined, certified as to validity, and
approved by the Attorney General of Texas, and that this Bond has been registered by
the Comptroller of Public Accounts of the State of Texas.

WITNESS MY SIGNATURE AND SEAL this

Comptroller of Public Accounts
of the State of Texas
(SEAL)

C. Form of Registrar’'s Authentication Certificate

AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been delivered pursuant to the Resolution
described in the text of this Bond, in exchange for or in replacement of a bond, bonds or
a portion of a bond or bonds of a series which was originally approved by the Attorney
General of Texas and registered by the Comptroller of Public Accounts of the State of
Texas.
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The Bank of New York Mellon Trust
Company, N.A.

By:

Authorized Signature

Date of Authentication:

d. Form of Assignment

ASSIGNMENT

For value received, the undersigned hereby sells, assigns and transfers unto
(Please print or type name, address, and zip code of Transferee) (Please insert Social
Security or Taxpayer ldentification Number of Transferee) the within Bond and all
rights thereunder, and hereby irrevocably constitutes and appoints attorney to transfer
said Bond on the books kept for registration thereof, with full power of substitution in
the premises.

DATED:

Signature Guaranteed:

Registered Owner
NOTICE: Signature(s) must be guaranteed NOTICE: The signature above must
by an institution which is a participantin  correspond to the name of the Registered
the Securities Transfer Agent Medallion Owner as shown on the face of this Bond
Program ("STAMP”) or similar program.  in every particular, without any alteration,
enlargement or change whatsoever.

e. The Initial Bond shall be in the form set forth in paragraphs (a), (b), and (d) of
this Section, except for the following alterations:
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(i) immediately under the name of the Bond, the headings
“INTEREST RATE” and “MATURITY DATE” shall both be completed
with the words “ As Shown Below” and the word “CUSIP No.” deleted;

(i)  in the first paragraph of the Bond, the words “on the
maturity date specified above, “ “the principal amount identified above,”
and “at the rate shown above” shall be deleted and the following shall be
inserted at the end of the first sentence “..., with such principal to be paid
in installments on September 1 in each of the years and in the principal
amounts identified in the following schedule and with such installments
bearing interest at the per annum rates set forth in the following
schedule:”

[Imformation to be inserted from schedule in Section 4]
(iii)  the Initial Bond shall be numbered 1B-1.

20.  Legal Opinion; CUSIP; Bond Insurance. The approving opinion of Allen
Boone Humphries Robinson LLP, Houston, Texas, and CUSIP numbers may be printed
on the Bonds, but errors or omissions in the printing of such opinion or such numbers
shall have no effect on the validity of the Bonds. 1f bond insurance is obtained by the
purchaser, the Bonds may bear an appropriate legend as provided by the insurer.

21. Debt Service Fund; Tax Levy. The Debt Service Fund is hereby confirmed
and the proceeds from all taxes levied, assessed and collected for and on account of the
Bonds authorized by this Resolution shall be deposited, as collected, in such Fund.
While the Bonds or any part of the principal thereof or interest thereon remain
outstanding and unpaid, there is hereby levied and there shail be annually assessed and
collected in due time, form and manner, and at the same time as other District taxes are
assessed, levied and collected, in each year, beginning in 2011, a continuing direct
annual ad valorem tax, without legal limit as to rate, upon all taxable property in the
District, sufficient to pay the interest on the Bonds as the same becomes due and to pay
each installment of the principal of the Bonds as the same matures, full allowance being
made for delinquencies and costs of collection, and said taxes are hereby irrevocably
pledged to the payment of the interest on and principal of the Bonds and to no other

purpose.

22.  Net Revenue Pledge As Additional Security. For purposes of this Section
the following terms shall have the following definitions:

The term "Maintenance and Operation Expenses' shall mean the expenses
necessary to provide for the administration, efficient operation and adequate
maintenance of the System together with such other costs and expenses as may now or
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hereafter be defined by law as proper Maintenance and Operation Expenses of the
System; and,

The term "Net Revenues" shall mean all income derived from the ownership and
operation of the System after deducting the Maintenance and Operation Expenses and
providing for the funding of any operating reserve from time to time established by the
Board.

In order to further secure the Bonds, the District hereby grants a lien on and
pledge of the Net Revenues. The Net Revenues are hereby pledged to the payment of
the principal, interest, redemption price and paying agent expenses of the Bonds. If at
any time ad valorem taxes levied and collected for the payment of the Bonds, together
with any other amounts in the Debt Service Fund, are insufficient for such purpose, the
District shall transfer to the Debt Service Fund such available Net Revenues as shall be
necessary to provide (together with other amounts on deposit in the Debt Service Fund)
for the payment of principal, interest, redemption price and paying agent expenses of
the Bonds; provided, however, that no transfers of revenues shall be made to the Debt
Service Fund by the District until all Maintenance and Operation Expenses shall have
been paid by the District. The District reserves the right to apply Net Revenues not
required for current payments of principal, interest, redemption price and bank charges
of the Bonds for any lawful purpose of the District. The District further reserves the
right to issue additional bonds secured in whole or in part by a lien on and pledge of
Net Revenues on a parity with or subordinate to the lien on and pledge of Net
Revenues securing the Bonds, and to apply such Net Revenues to the payment of such
additional bonds and obligations on a parity with or subordinate to the Bonds.

23. Further Proceedings. After the Bonds to be initially issued have been
executed, it shall be the duty of the President and Secretary of the Board and other
appropriate officials and agents of the District to deliver the Bonds to be initially issued
and all pertinent records and proceedings to the Attorney General of Texas, for
examination and approval. After the Bonds to be initially issued have been approved
by the Attorney General, they shall be delivered to the Comptroller of Public Accounts
of the State of Texas for registration. Upon registration of the Bonds to be initially
issued, the Comptroller of Public Accounts {(or the Comptroller’s bond clerk or an
assistant bond clerk lawfully designated in writing to act for the Comptroller) shail
manually sign the Comptroller’s Registration Certificate prescribed herein and the seal
of said Comptroller shall be impressed, or placed in facsimile, thereon.

24, Sale; Proceeds. The sale and delivery of the Bonds to
(herein referred to as the “Initial Purchaser”) at a price of
% , plus accrued interest thereon to date of delivery, is hereby
authorized, approved, ratified and confirmed, subject to the approving opinion as to the
legality of the Bonds of the Attorney General of Texas, and of Allen Boone Humphries
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Robinson LLP, Houston, Texas, bond counsel. It is hereby found and declared that the
Initial Purchaser’s bid produced the lowest net effective interest rate for the Bonds after
advertisement and public sale, and that the net effective interest rate resulting from
such bid is % which rate is less than the maximum rate permitted by law.

Accrued interest on the Bonds and any amount appropriated by the District for
capitalized interest shall be deposited into the Debt Service Fund upon receipt. The
remaining proceeds of the Bonds shall be deposited into the Capital Projects Fund and
used for the purposes described in Section 2 above and to pay costs of issuance, all in
accordance with the order of the Texas Commission on Environmental Quality (the
"Commission") approving the Bonds. Any proceeds remaining after completion of the
projects and expenditures approved by the Commission, including earnings from the
investment of bond proceeds, shall be used in accordance with the rules of the
Commission for use of surplus bond proceeds. After the entire system described in this
Resolution is constructed, any remainder shall be transferred to the Debt Service Fund,
in accordance with the applicable laws and regulations, including those of the
Comunission or its successor, in effect at such time.

25. Investments. Moneys deposited into the Debt Service or Capital Projects
Funds and any other fund or funds that the District may lawfully create may be
invested or reinvested in authorized investments. All investments and any profits
realized from or interest accruing on such investments shall belong to the fund from
which the moneys for such investments were taken; provided, however, that in the
discretion of the Board of Directors the profits realized from and interest accruing on
investments made from any fund may be transferred to the Debt Service Fund.

26.  Defeasance and Refunding. The District reserves the right to defease or
refund the Bonds in any manner provided by law.

27.  Remedies in Event of Default. In addition to all of the rights and remedies
provided by laws of the State of Texas, the District further covenants and agrees that in
the event of default in payment of principal or interest on any of the Bonds when due,
or, in the event it fails to make the payments required to be made into the Debt Service
Fund or any other fund or defaults in the observance or performance of any other of the
covenants, conditions or obligations set forth in this Resolution, the Registered Owners
shall be entitled to a writ of mandamus issued by a court of competent jurisdiction
compelling and requiring the District and the officials thereof to observe and perform
the covenants, obligations or conditions prescribed in this Resolution. Any delay or
omission to exercise any right or power occurring upon any default shall not impair any
such default or acquiescence therein, and every such right and power may be exercised
from time to time and as often as may be deemed expedient.
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28, Federal Income Tax Exclusion.

{a)  General. The District intends that the interest on the Bonds shall be
excludable from gross income for federal income tax purposes pursuant to sections 103
and 141 through 100 of the Internal Revenue Code of 1986, as amended (the “Code”),
and the applicable Income Tax Regulations (the “Regulations”). The District covenants
and agrees not to take any action, or knowingly omit to take any action within its
control, that if taken or omitted, respectively, would cause the interest on the Bonds to
be includable in gross income, as defined in section 61 of the Code, for federal income
tax purposes, In particular, the District covenants and agrees to comply with each
requirement of this Section 28; provided, however, that the District shall not be required
to comply with any particular requirement of this Section 28 if the District has received
an opinion of nationally recognized bond counsel (“Counsel’s Opinion™) that such
noncompliance will not adversely affect the exclusion from gross income for federal
income tax purposes of interest on the Bonds or if the District has received a Counsel’s
Opinion to the effect that compliance with some other requirement set forth in this
Section 28 will satisfy the applicable requirements of the Code and the Regulations, in
which case compliance with such other requirement specified in such Counsel’s
Opinion shall constitute compliance with the corresponding requirement specified in
this Section 28.

(b)  No Private Use or Payment and No Private Loan Financing. The District
covenants and agrees that it will make such use of the proceeds of the Bonds including
interest or other investment income derived from Bond proceeds, regulate the use of
property financed, directly or indirectly, with such proceeds, and take such other and
further action as may be required so that the Bonds will not be “private activity bonds”
within the meaning of section 141 of the Code and the Regulations promulgated
thereunder. Moreover, the District shall certify, through an authorized officer,
employee or agent that based upon all facts and estimates known or reasonably
expected to be in existence on the date the Bonds are delivered, that the proceeds of the
Bonds will not be used in a manner that would cause the Bonds to be “private activity
bonds” within the meaning of section 141 of the Code and the Regulations promulgated
thereunder.

(c) No Federal Guarantee. The District covenants and agrees not to take any
action, or knowingly omit to take any action within its control, that, if taken or omitted,
respectively, would cause the Bonds to be “federally guaranteed” within the meaning of
section 149%(b} of the Code and the applicable Regulations thereunder, except as
permitted by section 149(b)(3) of the Code and such Regulations.

(d) No Hedge Bonds. The District covenants and agrees that it has not and
will not to take any action, and has not knowingly omitted and will not knowingly omit
to take any action, within its control, that, if taken or omitted, respectively, would cause
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the Bonds to be “hedge bonds” within the meaning of section 14%(g) of the Code and
the applicable Regulations thereunder.

(e} No Arbitrage. The District covenants and agrees that it will make such
use of the proceeds of the Bonds including interest or other investment income derived
from Bond proceeds, regulate investments of proceeds of the Bonds, and take such
other and further action as may be required so that the Bonds will not be “arbitrage
bonds” within the meaning of section 148(a) of the Code and the applicable Regulations
promulgated thereunder. Moreover, the District shall certify, through an authorized
officer, employee or agent that based upon all facts and estimates known or reasonably
expected to be in existence on the date the Bonds are delivered, the District will
reasonably expect that the proceeds of the Bonds will not be used in a manner that
would cause the Bonds to be “arbitrage bonds” within the meaning of section 148(a} of
the Code and the applicable Regulations promulgated thereunder.

(6 Arbitrage Rebate. If the District does not qualify for an exception to the
requirements of Section 148(f) of the Code relating to the required rebate to the United
States, the District will take all necessary steps to comply with the requirement that
certain amounts earned by the District on the investment of the “gross proceeds” of the
Bonds (within the meaning of section 148(f}{6)(B) of the Code), be rebated to the federal
government. Specifically, the District will (i) maintain records regarding the investment
of the gross proceeds of the Bonds as may be required to calculate the amount earned
on the investment of the gross proceeds of the Bonds separately from records of
amounts on deposit in the funds and accounts of the District allocable to other bond
issue of the District or moneys which do not represent gross proceeds of any bonds of
the District, (ii) calculate at such times as are required by applicable Regulations, the
amount earned from the investment of the gross proceeds of the Bonds which is
required to be rebated to the federal government, and (iii) pay, not less often than every
fifth anniversary date of the delivery of the Bonds or on such other dates as may be
permitted under applicable Regulations, all amounts required to be rebated to the
federal government. Further, the District will not indirectly pay any amount otherwise
payable to the federal government pursuant to the foregoing requirements to any
person other than the federal government by entering into any investment arrangement
with respect to the gross proceeds of the Bonds that might result in a reduction in the
amount required to be paid to the federal government because such arrangement
results in a smaller profit or a larger loss than would have resulted if the arrangement
had been at arm’s length and had the yield on the issue not been relevant to either

party.

(g}  Information Reporting. The District covenants and agrees to file or cause
to be filed with the Secretary of the Treasury, not later than the 15th day of the second
calendar month after the close of the calendar quarter in which the Bonds are issued, an
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information statement concerning the Bonds, all under and in accordance with section
149(e) of the Code and the applicable Regulations promulgated thereunder.

(h)  Continuing Obligation. Notwithstanding any other provision of this Bond
Resolution, the District’s obligations under the covenants and provisions of this Section
28 shall survive the defeasance and discharge of the Bonds.

29.  Qualified Tax-Exempt Obligations. The District hereby designates the
Bonds as “qualified tax-exempt obligations” for purposes of section 265(b) of the Code.
In connection therewith, the District represents (a} that the aggregate amount of
tax-exempt obligations issued by the District during calendar year 2011, including the
Bonds, which have been designated as “qualified tax-exempt obligations” under section
265(b)(3) of the Code does not exceed $10,000,000, and (b) that the reasonably
anticipated amount of tax-exempt obligations which will be issued by the District
during calendar year 2011, including the Bonds, will not exceed $10,000,000. For
purposes of this Section, the term “tax-exempt obligation” does not include “private
activity bonds” within the meaning of section 141 of the Code, other than “qualified
501(c)(3) bonds” within the meaning of section 145 of the Code. In addition, for
purposes of this Section, the District includes all governmental units which are
aggregated with the District under section 265(b) of the Code.

30. Continuing Disclosure Undertaking.

The District qualifies for exemption from the Rule because the District has not
issued more than $10,000,000 in aggregate amount of outstanding bonds (including the
Bonds) and no person is committed by contract or other arrangement with respect to
the payment of the Bonds. The District, as required in connection with such exemption,
makes the following agreement for the benefit of the Registered Owners and beneficial
owners of the Bonds.

(a) Annual Reports. The District shall provide annually to EMMA, within six
months after the end of each fiscal year of the District ending in or after 2011, annual
financial information and operating data with respect to the District of the general type
included in the Audit. Any financial statements so provided shall be (1) prepared in
accordance with generally accepted auditing standards or such other accounting
principles as the District may be required to employ from time to time pursuant to state
law or regulation, and (2) audited, if the Audit is completed within the period during
which they must be provided. If the Audit is not complete within such period, then the
District shall provide unaudited financial statements for the applicable fiscal year to
EMMA within such six month period, and audited financial statements when the Audit
becomes available.
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If the District changes its fiscal year, the District will notify EMMA of the
change {and of the date of the new fiscal year end) prior to the next date by which the
District otherwise would be required to provide financial information and operating
data pursuant to this Section.

The financial information and operating data to be provided pursuant to
this Section may be set forth in full in one or more documents or may be included by
specific reference to any document (including an official statement or other offering
document) available to thepublic on the MSRB's internet website or filed with the SEC.

All documents provided to EMMA by the District pursuant to this Section
shall be accompanied by identifying information as prescribed by the MSRB.

(b)  Material Event Notices. The District shall notify EMMA, in a timely
manner, not in excess of ten business days after the occurrence of the event, of any of
“the following events with respect to the Bonds:

Principal and interest payment delinquencies;

Non-payment related defaults, if Material;

Unscheduled draws on debt service reserves reflecting financial
difficulties;

D. Unscheduled draws on credit enhancements reflecting financial
difficulties;

Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701 TEB} or other material notices or determinations with
respect to the tax-exempt status of the Bonds, or other events affecting the
tax-exempt status of the Bonds;

Modifications to rights of holders of the Bonds, if Material;

Bond calls, if Material, and tender offers;

Defeasances;

Release, substitution, or sale of property securing repayment of the Bonds,
if Material;

Rating changes;

Bankruptcy, insolvency, receivership or similar event of the District or
other obligated person within the meaning of the Rule;

Consummation of a merger, consolidation, or acquisition involving the
District or other obligated person within the meaning of the Rule or the
sale of all or substantially all of the assets of the District or other obligated
person within the meaning of the Rule, other than in the ordinary course
of business, the entry into a definitive agreement to undertake such an
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action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms, if Material; and

N.  Appointment of a successor or additional trustee or the change of name of
a trustee, if Material.

The District shall notify EMMA, in a timely manner, of any failure by the District
to provide financial information or operating data in accordance with paragraph (a) of
this Section by the time required by such paragraph (a).

(c) Limitations, Disclaimers, and Amendments. The District shall be obligated to
observe and perform the covenants specified in this Section for so long as, but only for
so long as, the District remains an “obligated person” with respect to the Bonds within
the meaning of the Rule, except that the District in any event will give the notice
required by paragraph (b) of this Section of any deposit made in accordance with Texas
law that causes Bonds no longer to be outstanding.

The provisions of this Section are for the sole benefit of the Registered
Owners and beneficial owners of the Bonds, and nothing in this Section, express or
implied, shall give any benefit or any legal or equitable right, remedy, or claim
hereunder to any other person. The District undertakes to provide only the financial
information, operating data, financial statements, and notices which it has expressly
agreed to provide pursuant to this Section and does not hereby undertake to provide
any other information that may be relevant or material to a complete presentation of the
District’s financial results, condition, or prospects or hereby undertake to update any
information provided in accordance with this Section or otherwise, except as expressly
provided herein. The District does not make any representation or warranty
concerning such information or its usefulness to a decision to invest in or sell Bonds at
any future date.

UNDER NO CIRCUMSTANCES SHALL THE DISTRICT BE LIABLE TO
THE REGISTERED OWNER OR BENEFICIAL OWNER OF ANY BOND OR ANY
OTHER PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN
WHOLE OR IN PART FROM ANY BREACH BY THE DISTRICT, WHETHER
NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED
IN THIS SECTION, BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN
CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE
LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE.

No default by the District in observing or performing its obligations under

this Section shall constitute a breach of or default under this Resolution for purposes of
any other provision of this Resolution.
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Nothing in this Section is intended or shall act to disclaim, waive, or
otherwise limit the duties of the District under federal and state securities laws.

The provisions of this Section may be amended by the District from time
to time to adapt to changed circumstances that arise from a change in legal
requirements, a change in law, or a change in the identity, nature, status, or type of
operations of the District, but only if the provisions of this Section, as so amended,
would have permitted an underwriter to purchase or sell Bonds in the original primary
offering of the Bonds in compliance with the Rule, taking into account any amendments
and interpretations of the Rule to the date of such amendment, as well as such changed
circumstances, and either the Registered Owners of a majority in aggregate principal
amount (or any greater amount required by any other provision of this Resolution that
authorizes such an amendment) of the outstanding Bonds consent to such amendment
or a person that is unaffiliated with the District (such as nationally recognized bond
counsel) determines that such amendment will not materially impair the interests of the
Registered Owners and beneficial owners of the Bonds. If the District so amends the
provisions of this Section, it shall include in its next annual update an explanation, in
narrative form, of the reasons for the amendment and of the impact of any change in the
type of financial information or operating data so provided. The District may also
repeal or amend the provisions of this Section if the SEC amends or repeals the
applicable provisions of the Rule or any court of final jurisdiction enters judgment that
such provisions of the Rule are invalid, but in either case only if and to the extent that
its right to do so would not prevent an underwriter from lawfully purchasing or selling
Bonds in the primary offering of the Bonds.

31.  Official Statement. The District ratifies and confirms its prior approval of
the form and content of the Preliminary Official Statement prepared in the initial
offering of the Bonds and hereby authorizes and approves the amendment of the
Preliminary Official Statement to add the terms of the Initial Purchaser’s bid and to
make any other changes necessary to comply with the provisions of this Resolution and
existing law. The use of such final Official Statement in the reoffering of the Bonds by
the Initial Purchaser is hereby approved and authorized. The proper officials of the
District are hereby authorized to execute and deliver a certificate pertaining to such
Official Statement as prescribed therein, dated as of the date of payment for and
delivery of the Bonds.

32.  Related Matters. To satisfy in a timely manner all of the District’s
obligations under this Resolution, the President and Secretary of the Board of Directors
of the District and all other appropriate officers and agents of the District are hereby
authorized and directed to do any and all things necessary and/or convenient to carry
out the terms and purposes of this Resolution.
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33.  Registrar. The form of agreement setting forth the duties of the Registrar
is hereby approved, and the appropriate officials of the District are hereby authorized to
execute such agreement for and on behalf of the District.

34. No Personal Liability. No recourse shall be had for payment of the
principal of or interest on any Bonds or for any claim based thereon, or on this
Resolution, against any official or employee of the District or any person executing any
Bonds.

35. District’s Successors and Assigns.  Whenever in this Resolution the
District is named and referred to it shall be deemed to include its successors and
assigns, and all covenants and agreements in this Resolution by or on behalf of the
District, except as otherwise provided herein, shall bind and inure to the benefit of its
successors and assigns whether or not so expressed.

36. Benefits of Resolution Provisions. Nothing in this Resolution or in the
Bonds, expressed or implied, shall give or be construed to give any person, firm or
corporation, other than the District, the Registrar and the Registered Owners, any legal
or equitable right or claim under or in respect of this Resolution, or under any covenant,
condition or provision herein contained, all the covenants, conditions and provisions
contained in this Resolution or in the Bonds being for the sole benefit of the District, the
Registrar and the Registered Owners,

37. Severability Clause. If any word, phrase, clause, sentence, paragraph,
section or other part of this Resolution, or the application thereof to any person or
circumstance, shall ever be held to be invalid or unconstitutional by any court of
competent jurisdiction, the remainder of this Resolution and the application of such
word, phrase, clause, sentence, paragraph, section or other part of this Resolution to any
other persons or circumstances shall not be affected thereby.

38. Open Meeting. [t is hereby officially found and determined that the
meeting at which this Resolution was acdopted was open to the public, and public notice
of the time, place and purpose of said meeting was given, all as required by Chapter
551, Texas Government Code, and Section 49.063, Texas Water Code.

[EXECUTION PAGE FOLLOWS]
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PASSED AND APPROVED on this day of June, 2011.

ATTEST: President, Board of Directors

Secretary, Board of Directors

(SEAL)
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CERTIFICATE FOR RESOLUTION

THE STATE OF TEXAS 8
§
COUNTY OF TRAVIS §

I, the undersigned officer of the Board of Directors of Travis County Municipal Utility
District No. 10, hereby certify as follows:

1. The Board of Directors of Travis County Municipal Utility District No. 10
convened in regular session on June 7, 2011, at the regular meeting place inside the boundaries
of the District, and the roll was called of the duly constituted officers and members of the Board,
to-wit:

Harvey Reiter President

Jerry McAhren Vice President

John Henry McMahon, Jr. Secretary

Robert Ernst Assistant Vice President
Vance Taylor Assistant Secretary

and all of said persons were present except Director(s)
thus constituting a quorum. Whereupon, among other business, the following was transacted

at the mecting: a written

RESOLUTION AUTHORIZING THE ISSUANCE OF
$1,150,000 TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10
WATERWORKS AND SEWER S5YSTEM COMBINATION UNLIMITED TAX
AND REVENUE BONDS, SERIES 2011

was introduced for the consideration of the Board. It was then duly moved and seconded that
the Resolution be adopted; and, after due discussion, the motion, carrying with it the adoption
of the Resolution, prevailed and carried unanimously.

2, That a true, full and correct copy of the afore-said Resolution adopted at the
meeting described in the above and foregoing paragraph is attached to and follows this
certificate; that the Resolution has been duly recorded in the Board’s minutes of the meeting;
that the persons named in the above and foregoing paragraph are the duly chosen, qualified
and acting officers and members of the Board as indicated therein; that each of the officers and
members of the Board was duly and sufficiently notified officially and personally, in advance,
of the time, place and purpose of the aforesaid meeting, and that the Resolution would be
introduced and considered for adoption at the meeting, and each of the officers and members
consented, in advance, to the holding of the mecting for such purpose; that the meeting was
open to the public as required by law; and that public notice of the time, place and subject of the
meeting was given as required by Chapter 551, Texas Government Code, and Section 49.063,

Texas Water Code.
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SIGNED AND SEALED on this 7# day of June, 2011.

Secretary, Board of Directors

(SEAL)
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Exhibit 2

TRAVIS COUNTY
MUNICIPAL UTILITY DISTRICT NO. 10

(Travis County, Texas)

PRELIMINARY OFFICIAL STATEMENT

DATED: APRIL 5, 2011

$1,150,000

WATERWORKS AND SEWER SYSTEM

COMBINATION UNLIMITED TAX AND REVENUE BONDS
SERIES 2011

BIDS DUE: 12:00 NOON, HOUSTON TIME
BONDS AWARDED: 1.00 PM., HOUSTON TIME
TUESDAY, JUNE 7, 2011

HOUSTON, TEXAS

" RATHMANN

ASSOCIATES

Financial Advisor lo the District




This Official Notice of Sale docs not alone constitute an offer to sell, but is merely notice of sale of the bonds deseribed
herein. The offer to sell such bonds is being made by means of this Official Notice of Sale, the Official Bid Form and
the Preliminary Official Statement.

OFFICIAL NOTICE OF SALE
$1,150,000
TRAVIS COUNTY MUNICIPAL UTILITY DISTRECT NO, 10

{A political subdivision of the State of Texas
located within Travis County)

WATERWORKS AND SEWER SYSTEM COMBINATION
UNLIMITED TAX AND REVENUE BONDS
SERIES 2011

Bids Due: Tuesday, June 7, 2011, at 12:00 Noon, Houston Time
Bonds Awarded: Tucsday, June 7, 2011, at 1 :00 P.M., Houston Time



This Official Notice of Sale does not alone constitute an invitation for bids, but is merely notice of sale of the bonds
described herein. The invitation for such bids is being made by means of this Official Notice of Sale, the Official Bid

Form and the Official Statement.
OFFICIAL NOTICE OF SALE
§1,150,000

TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT No. 10
(A political subdivision of the State of Texas located within Travis County, Texas)

WATERWORKS AND SEWER SYSTEM COMBINATION
UNLIMITED TAX AND REVENUE BONDS
SERIES 2011

BONDS OFFERED FOR SALE AT COMPETITIVE BID: The Board of Dircctors {the “Board”) of Travis County
Municipal Utility District No. 10 (the “District”™), is offering for sale at competitive bid $1,150,000 Waterworks and
Sewer System Combination Unlimited Tax and Revenue Bonds, Series 2011 (the “Bonds™). Options to submit bids on
the Bonds are only the following:

(1) Deliver bids directly to the District as is described below under the caption “Sealed Bids Delivered
to the District;”

(2) Submit bids clectronically as is described betow under the caption “Electronic Bidding Procedures;”
or

3) Submit bids by telephonc as is described below under the caption “Bids by Telephone.”

The District will not accept bids submitted by facsimilc.

PLACE AND TIME OF BID OPENING: The District will open scaled bids for the purchase of the Bonds on Tuesday,
June 7, 2011, at §:00 P.M., Houston Time, at 1405 Osprey Ridge Loop, Lago Vista, Texas 78645, The bids for the
Bonds will be opened and publicly read by Rathmann & Associates, L.P., the District’s Financial Advisor and authorized
representative of the Board. The Board will then take action to rejcct the bids or accept the bid that produces the lowest
net effective interest rate for the Bonds. The Board reserves the right to reject any or all bids and to waive any
irrcgularities, except time of filing,

SEALED BIDS DELIVERED TO THE DISTRICT: Scaled bids, which must be submitted in duplicate executed by an
autherized representative of the bidder on the Official Bid Form and plainly marked “Bid for Bonds,” arc to be addressed
to “President and Board of Dircctors, Travis County Municipal Utility District No. 107 and delivered to the District in
care of Rathmann & Associates, L.P., Four Houston Center, 1331 Lamar, Suite 1050, Houston, Texas 77010, prior to
12:00 Noon, Houston Time, on Tuesday, Junc 7, 201 L. Any bid received after such scheduled deadline for bid delivery
will not be accepted.

ELECTRONIC BIDDING PROCEDURES: Any prospective bidder that intends to submit an electronic bid must submit
its electronic bid through the facilities of PARITY by 12:00 Noon, Houston Time, on Tuesday, June 7, 2011. No bid
will be accepted after the time for receiving bids specified above. Bidders must submit to R. Craig Rathmana, Rathmann
& Associates, L.P., Four Houston Center, 1331 Lamar, Suite 1050, Houston, Texas 77010, prior to 5:00 P.M., Houston
Time, on Monday, June 6, 201 1, two signed original Official Bid Forms executed as described above under “Sealed Bids
Delivered to the District.” Subscription to i-Deal LLC’s BIDCOMP Competitive Bidding System is required in order
to submit an electronic bid. Neither the District nor Rathmann & Associates, L.P. will confirm any subscription nor be
responsible for the failure of any prospective bidder to subscribe.

An clecironic bid made through the facilitics of PARITY shall be deemed an irrevocable offer to purchase the Bonds
under the terms expressed in this Official Notice of Sale, and shall be binding upon the bidder as if made by a signed,
scaled bid delivered to the District. Neither the District nor Rathmann & Associates, L.P. shall be responsible for any
malfunction or mistake made by, or as a result of, the use of the facilitics of PARITY, the use of such facilities being
at the sole risk of the prospective bidder.



if any provisions of this Official Notice of Sale conflict with information provided by PARITY as the approved
provider of electronic bidding services, this Official Notice of Sale shall control. Further information about
PARITY, including any fee charged, may be obtained from PARITY Customer Support, 40 West 237 Street, 5™
Floor, New York, New York 10010, telephone: (212) 806-8304.

For purposes of any and ail bids submitted te the District, the time as maintained by PARLTY shall constitute the
official time, For informational purposes only, bidders are requested to state in their electronic bids the net
interest cost to the District, as deseribed under “CONDITIONS OF SALE - BASIS OF AWARD” below. All
clectronic bids shall be deemed to incorporate the provisions of this Official Notice of Sale and Official Bid Form.

BIDS BY TELEPHONE: Bidders must submit two signed original Official Bid Forms exccuted by an authorized
representative of the bidder to the District’s Financial Advisor, R. Craig Rathmann, Rathmann & Associates, L.P., Four
Houston Center, 1331 Lamar, Suite 1050, Houston, Texas 77010 prior to 5:00 P.M., Houston, Time, on Monday, June
6, 2011, executed as described above under “SEALED BIDS DELIVERED TO THE DISTRICT,.” Bidders who have
provided signed bid forms may submit bids by telephone pursuant to arrangements made with R. Craig Rathmann,
Rathmann & Associates, L.P., but no later than 12:00 Noon, Houston Time, Tuesday, June 7, 2011, Inquiries with
respect to this procedure may be directed to R. Craig Rathmann, Rathmann & Associates, L.P. at {(713) 751-1890,

DISCLAIMER OF RESPONSIBILITY ; Neither the District nor Rathmann & Associates, L.P. will be responsible for
the submission of any bid(s) received after the filing deadline, nor does the District or Rathmann & Associates, L.P.
assumte any responsibility or fability with respect to any irregularities or ervors associated with the submission of any
bid,

AWARD AND SALLE OF THE BONDS: The Boeard wilt take action to reject the bids or accept the bid that produces
the lowest net effective interest rate for the Bonds at a meeting to be held at 1405 Osprey Ridge Loop, Lagoe Vista, Texas
78645, at 1:00 P.M., Houston Time, Tuesday, June 7, 2011. The District wilt take action to adopt a resolution {the
“Bond Resolution™) authotizing the issuance and awarding sale of the Bonds or will reject all bids promptly after the
opening of bids. The Board reserves the right to reject any or all bids and to waive any irregularities, except time of
filing.

THE BONDS

DESCRIPTION OF CERTAIN TERMS OF THE BONDS: The Bonds will be dated and will bear interest from July
1, 2011, with interest payable on March 1, 2012 {cight-month mterest payment), and on cach September | and March
1 thereafter until the carlier of maturity or prior redemption. Principal of and interest on the Bonds will be payable by
the paying agent/registrar, initially, The Bank of New York Mellon Trust Company, N.A_, currently in Dallas, Texas,
Or any successor paying agent/registrar (the “Paying Agent,” “Registrar” or “Paying Agent/Registrar™). The Bonds will
be registered in the name of Cede & Co., as nomince for The Depository Trust Company, New York, New York
(“DTC™), which will act as securities depository for the Bonds. Bencficial owners of the Bonds will not reccive physical
certificates representing the Bonds, but will receive a credit balance on the books of the nominces of such beneficial
owners. So long as Cede & Co. is the registered owner of the Bonds, the principal of and interest on the Bonds will be
paid by the Paying Agent directly to DTC, which will, in tumn, remit such principal and interest (o its participants for
subsequent disbursement to the beneficial owners of the Bonds as described herein, See “THE BONDS - Book-Entry-
Only System” in the Preliminary Official Statement. The Bonds will mature serially on September | in each of the
following years in the following amounts:




Year Amount Year Amount

2013+ $25,000 2026* $£25,000
2014* 25,000 2027+ 25,000
2015* 25,000 2028* 25,000
2016* 25,000 2029* 25,000
2017+ 25,000 2030* 25,000
2018* 25,000 2031* 25,000
2019* 25,000 2032* 25,000
2020 25,000 2033* 25,000
2021* 25,000 2034* 25,000
2022+ 25,000 2035% 25,000
2023* 25,000 2036* 25,000
2024% 25,000 2037* 265,000
2025% 25,000 2038* 285,000

*  Atthe option of the Underwriter (hercinafter defined) as specified in the Official Bid Form, any or all of such serial
maturitics may be designated as term bonds subject to mandatory sinking fund redemption provided that the
mandatory sinking fund amount in cach year shall equal the amounts shown above as maturing in such year.

The Bonds maturing on September 1, 2019, are subject to redemption and paymend, at the option of the District, in whole
or, from time to time, in part, on Scptember 1, 2018, or on any date thercafter, at a price equal to the principal amount
thereof plus accrued interest thercon to the date fixed for redemption. If fewer than all the Bonds are redeemed at any
time, the District shall determine the matuority or maturitics and the amounts thereof'to be redeemed in integral multiples
of $5,000 in principal amount, and if fewer than all of the Bonds within a maturity are to be redeemed, the Registrar shall
designate by method of random selection the Bonds within such maturity to be redecmed (or by DTC in accordance with
its procedurcs while the Bonds are in book-entry-only form). The Bondholder of any Bond, all or a portion of which
has been called for redemption, shall be required to present such Bond to the Registrar for payment of the redemption
price on the portion of the Bond so called for redemption and issuance of an exchange Bond in a principal amount cqual
to the portion of the Bond not so redeemed.

SECURITY FOR PAYMENT: The Bonds, when issucd, will constitute valid and binding obligations of the District,
payable as to principal and interest from the proceeds of an annual ad valorem tax, without legal limitation as to rate or
amount, levied against all taxable property within the District and are further payable from, and sceured by a pledge of
and lien on certain Net Revenues (as defined in the Preliminary Official Statement), if any, derived from the operation
of the District's waterworks, sanitary sewer, and drainage and storm sewer system (the “System™) to the extent and upon
the conditions described in the Preliminary Official Statement, See “THE BONDS - Source of Payment” in the
Mreliminary Official Statement.

MUNICIPAL BOND RATING: The District has made no application for a municipal bond rating of the Bonds, nor is
it expected that the District would have been successful in receiving an investment grade rating had such an application
been made.

OTHER TERMS AND COVENANTS: Other terms of the Bonds and the various covenants of the District contained
in the Bond Reselution arc deseribed in the Preliminary Official Statement, to which reference is made for all purposcs.

CONDITIONS OF SALE

TYPES OF BHDS AND INTEREST RATES: The Bonds will be sold in one block on an “all or none™ basis at a price
of not less than 97% of the principal amount thereof, plus accrued interest from the date of the Bonds to the date of
delivery. Bidders are to name the rates of interest to be borne by the Bonds, provided that each interest rate bid must
be a multiple of 1/8th or 1/20th of 1%. All Bonds maturing within a single year must bear the same rate of interest. The
net cffective interest rate on the Bonds may not exceed 7.39% as calculated pursuant to Chapter 1204, Texas Government
Code, as amended. No limitation will be imposed upon bidders as to the number of rates which may be used, but the
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highest rate bid may not exceed the lowest rate bid by more than 2 1% in interest rate. No bids involving supplemental
interest payments or zero interest rates will be considered. No bid generating a cash premium greater than $5,000 will
be considered. Each bid shall indicate the total and net interest costs in dollars and the net effective interest rate
determined therefrom, which shall be considered informative only and not as a part of the bid.

BASIS OF AWARD: Forthe purpose of awarding sale of the Bonds, the total interest cost of each bid will be computed
by determining, at the rates specified thercin, the total doliar value of all interest on the Bonds from the date thercof to
their respective maturitics, and adding thereto the dollar amount of the discount bid, if any, or deducting therefrom the
premium bid, if any. Subject to the District's right to reject any or all bids, salc of the Bonds wiil be awarded to the
bidder (the “Underwriter” or the “Initial Purchaser™) whose bid, under the above compultation, produces the lowest net
effective interest rate. The Board reserves the right to reject any or all bids and to waive any irregularitics, except time
of filing. in the cvent of mathematical discrepancies between the interest rate(s) bid and the interest cost determined
therefrom, as both appear on the Official Bid Form, the bid will be governed solely by the interest rate(s) named.

GOOD FAITH DEPOSIT: Each bid must be accompaniced by a bank cashicr's check payable to the order of “Travis

County Municipal Utility District No. 10" in the amount of $23,000, which is 2% of the principal amount of the Bonds
(the “Good Faith Deposit™). Only bank cashier's checks will be accepted. The check of the Underwriter will be
considered as the Good Faith Deposit and will be retained uncashed by the District pending the Underwriter's compliance
with the terms of the bid. In the event the Underwriter should fail or refuse to take up and pay for the Bonds in
accordance with such terms, then the Good Faith Deposit will be cashed and the proceeds accepted by the District as
full and complete liquidated damages. The Good Faith Deposit may accompany the bid or it may be submitied
separately; if submitted separately, it shall be made available to the District prior to the opening of the bids and shall be
accompanied by instructions from the bank on which it is drawn which authorize its use as the Good Faith Deposit of
bidders named in such instructions. The Good Faith Deposit of the Underwriter will be returned to the Underwriter
uncashed on the date of delivery of the Bonds. No interest will be credited on the Good Faith Deposit. The checks
accompanying all other bids will be returned immediately after the bids are opened and the award of the sale of the
Bonds has been made.

OFFICIAL STATEMENT

To assist the Underwriter in complying with Rule 15¢2-12 of the United States Securities and Exchange Commission
("“SEC™), the District and the Underwriter contract and agree, by the submission and acceptance of the winning bid, as
follows.

FINAL QFFICIAL STATEMENT: The District has approved and autherized distribution of the accompanying
Preliminary Official Statement for dissemination to potential purchasers of the Bonds, but does not presently intend to
prepare any other document or version thercof for such purpose, except as described below. Accordingly, the District
intends the Preliminary Official Statement to be final as of its date, within the meaning of SEC Rule 15¢2-12(b)(1),
except for information relating to the offering prices, interest rates, final debt service schedule, selling compensation,
identity of the Underwriter and other similar information, terms and provisions to be specified in the competitive bidding
process. The Underwriter shall be responsible for promptly informing the District of the initial offering yields of the
Bonds. Thereafler, the District will complete and authorize distribution of the Official Statement identifying the
Underwriter and containing such omitted information. The District does not intend to amend or supplement the Official
Statement otherwise, except (o take into account certain subsequent cvents, if any, as described below. By delivering
the final Official Statcment or any amendment or supplement thereto in the requested quantity to the Underwriter on or
after the sale date, the District mtends the same to be final as of such date, within the meaning of SEC Rule 15¢2-
12(£)(3). Notwithstanding the foregoing, the only representations concerning the absence of material misstatements or
omissions from the Official Statement which are being or which will be made by the District are those described and
contained in the Official Statement under the caption “SOURCES OF INFORMATION - Certification as to Official

Statement.”




CHANGES TO OFFICIAL STATEMENT: If, subsequent to the date of the Official Statement, to and including the date
the Underwriters arc no longer required to provide an Official Statement to customers who request same pursuant to SEC
Rule 15¢2-12, the District lcarns, or is notified by the Underwriters, of any adversce event which causes the Official
Staterment to be materiatly misleading, and unless the Underwriters clect to terminalte its obligation to purchase the
Bonds, the District will promptly prepare and supply to the Underwriters an appropriate amendment or supplement to
the Official Statement satisfactory to the Underwriters; provided, however, that the obligation of the District to so amend
or supplement the Official Statement will terminate upon the carlier of (i) 90 days after the end of the underwriting period
as defined in SEC Rule 15¢2-12 or (ii) the date the Official Statement is filed with the MSRB, but in no case less than
25 days after the “cnd of the underwriting period.”

DELIVERY OF OFFICIAL STATEMENTS: The District shall furnish to the Underwriter (and to each participating
Underwriter of the Bonds, within the meaning of SEC Rule 15¢2-12(a), designated by the Underwriter), within seven
(7) business days after the sale date, the aggregate number of Official Statements specified in the winning bid. The
District also shall furnish to the Underwriter a like number of any supplements or amendments approved and authorized
for distribution by the District for dissemination to potential purchasers of the Bonds, as well as such additional copies
of the Official Statement or any such supplements or amendments as the Underwriter may request prior to the 90th day
after the end of the underwriting period described in SEC Rule 15¢2-12(£)(2), The District shall pay the ¢xpense of
preparing the number of copics of the Official Statement specified in the winning bid and an equal number of any
supplements or amendments issued on or before the delivery date, but the Underwriter shall pay for all other copies of
the Official Statement or any supplement or amendient thereto,

DELIVERY OF THE BONDS AND ACCOMPANYING DOCUMENTS

DELIVERY OF INITIAL BOND: Delivery will be accomplished by the issuance of one initial Bond (the “Initial Bond™)
in the amount of $1,150,000, payable in stated installments, cxchangceable as st forth below. Unless otherwise agreed
with the Underwriter, delivery will be at the principal payment office of the Registrar in Houston, Texas. Payment for
the Bonds must be made in immediately available funds for unconditional credit to the District, or as otherwise directed
by the District. The Underwriter will be given five {5) business days’ notice of the time fixed for delivery of the Bonds.
It is anticipated that initial delivery can be made on or about July 12, 2011, and subject to the aforesaid notice, it is
understood and agreed that the Underwriter will accept delivery and make payment for the Initial Bond by 10:00 A M.,
Houston Time, on July 12, 2011, or thereafter on the date the Initial Bond is tendered for delivery, up to and including
August 15,2011, If for any reason the District is unable to make delivery on or before August 135, 2011, then the District
immediately shalt contact the Underwriter and offer to allow the Underwriter to extend its offer for an additional thirty
(30) days. Ifthe Underwriter does not elect to extend its offer within six (6) days thereafter, then the Good Faith Deposit
will be returned, and both the District and the Underwriter shall be relieved of any further abligation.

EXCHANGE FOR DTC DEFINITIVE BONDS: The Registrar will, on the delivery date, exchange the Initial Bond for
definitive Bonds, consisting of one Bond per maturity, registered in the name of Cede & Co., as nominee of DTC, in
integral multiples of $5,000, maturing as set out in the Official Notice of Sale and bearing interest in accordance with
the terms of the Inttial Purchaser’s bid. All references herein to the Registered Owners of the Bonds shall mean Cede
& Co. and not the Beneficial Owners of the Bonds. Purchase of beneficial interests in the Bonds will be made in book-
cniry-cnly form {without registered Bonds) in the denominations of $5,000 principal amount or any integral multiple
thercof. Under certain limited circumstances described herein, the District may determine to forego inumobilization of
the Bonds at DTC, or another sccurities depository, in which case, such beneficial interests would become exchangeable
for one or more fully registercd Bonds of like principal amount for the Bonds. Sec "THE BONDS - Book-Entry-Only
System” in the Preliminary Official Statement.

CUSIP NUMBERS: In the cvent the book-entry-only system is discontinued, it is anticipated that CUSIP identification
numbers will then be printed on the Bonds, but neither the failure to print such number on any Bond nor any crror with
respect thereto shall constitute cause for a failure or refusal by the Underwriter to accept delivery of and pay for the
Bonds in accordance with the terms of this Official Notice of Sale.  All expenses relating to the printing of CUSIP
numbers on the Bonds shall be paid for by the District; however, payment of the CUSIP Service Burcau charge for the
assignment of the nuwmbers shall be the responsibility of the Underwriter.




CONDITIONS TO DELIVERY: The obligation to take up and pay for the Bonds is subject to the following conditions:

the issuance of an approving opinion of the Attorney General of Texas, the Underwriter’s receipt of the Bonds, the
Underwriter's receipt of the legal opinion of Bond Counsel and the no-litigation certificate, and the non-occurrence of
the events described betow under the caption “NO MATERIAL ADVERSE CHANGE, all as described below. Further,
the Underwriter is not obligated to take up and pay for the Bonds if at any time after the award of the Bonds and at or
prior to initial delivery, the Congress of the United States shall have declared war or a national emergency. In addition,
if the District fails to comply with its obligations described under “"OFFICIAL STATEMENT” below, the Underwriter
may terminate its contract to purchase the Bonds by delivering written notice to the District within five (5} days

thereafter,

CERTIFICATION REGARDING OFFERING PRICE OF BONDS: In order to provide the District with information
required to enable it to comply with certain conditions of the Internal Revenue Code of 1986, as amended {the “Codc™),
relating to the exclusion of interest on the Bonds from gross income for federal income tax purposes, the Underwriter
will be required to complete, execute and deliver to the District {on or before the date of delivery of the Bonds) a
certification regarding the “issue price” of the Bonds substantially in the form accompanying this Official Notice of Sale,
In the event the Underwriter will not reoffer the Bonds for sale or is unable to sell a substantial amount of the Bonds of
any maturity by the date of delivery, such certificate may be modified in a manner acceptable to the District. Each
bidder, by submitting its bid, agrees to complete, exccute and deliver such a certificate by the date of delivery of the
Bonds, if its bid is accepted by the District. It will be the responsibility of the Underwriter to institute such syndicate
reporting requircments, to make such investigation, or otherwise to ascertain the facts necessary to enable it tomake such
certification with reasonable certainty. Any questions concerning such certification should be directed to Bond Counscl.

LEGAL OPINIONS: The District will furnish without cost to the Underwriter a transeript of certain certificd
proceedings held incident to the authorization and issnance of the Bonds, including a certified copy of the unqualified
approving legal opinion of the Attorney General of Texas, as recorded in the Bond Register of the Comptroller of Public
Accounts of the State of Texas, to the effect that the Bonds are validly issued under the Constitution and laws of the State
of Texas, payable from the proceeds of an annual ad valorem tax, without legal limitation as to rate or amount, levied
upon all taxable property within the District, and, based upon an examination of such transeript of proceedings, the
approving legal epinion of Allen Boone Humphrics Robinson LLP, Houston, Texas, Bond Counsel, to a like effect and
to the effect that the interest on (he Bonds is cxcludable from gross income for federal income tax purposes under
existing law and interest on the Bonds is not sutbject to the alternative minimum tax on individuals or corporations, except
for certain alternative minimum tax consequences for corporations.

QUALIFIED TAX-EXEMPT OBLIGATIONS: The Code requires a pro rata reduction in the interest expense deduction
of a financial institution to reflect such financial institution’s investment in tax-exempt obligations acquired after August
7. 1986. Ancxception to the foregoing provision is provided in the Code for “qualified tax-exempt obligations,” which
include tax-cxempt obligations, such as the Bonds, (a) designated by the issuer as “qualificd tax-exempt obligations”
and (b) issucd by a political subdivision for which the aggregate amount of tax-exempt obligations (not including private
activity bonds other than qualified 501{c)(3) bonds) to be issued during the calendar year is not expected to exceed
$10,000,000.

The District will designate the Bonds as “qualified tax-exempt obligations™ and has represented that the aggregate
amount of tax-exempt bonds (including the Bonds) issucd by the District and entities subordinate to the District during
calendar year 2011 is not expected to exceed $10,000,000 and that the District and entities subordinate to the District
have not designated more than $10,000,000 in “qualified tax-exempt obligations™ (including the Bonds) during calendar
year 2011,

Bascd on the foregoing representations, Bond Counscl's opinion will state that the Bonds are “qualified tax-exempt
obligations™ under existing law.

Notwithstanding this cxeeption, financial institutions acquiring the bonds will be subject to a 20% disallowance of
allocable interest expensc.
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NO-LITIGATION CERTIFICATE: With the delivery of the Bonds, the President and Secretary of the Board will, on
behalf of the District, execute and furnish to the Initial Purchascr a certificate to the effect that no litigation of any nature
has been filed or is then pending against the District, of which the District has notice, to restrain the issuance or delivery
of the Bonds, or which would affect the provisions made for their payment or sccurity, or in any manner questioning the
validity of the Bonds.

NO MATERIAL ADVERSE CHANGE: The obligations of the Underwriter to take up and pay for the Bonds, and of
the District to deliver the Bonds, are subject to the condition that, up to the time of delivery of and receipt of payment
for the Bonds, there shall have been no material adverse change in the financial condition of the District subsequent to
the date of sale from that set forth in the Preliminary Official Statement, as it may have been finalized, supplemented
or amended through the date of sale,

GENERAL CONSIDERATIONS

FUTURE REGISTRATION: The Bonds are transferable on the bond register kept by the Registrar upon surrender and
reissuance. The Bonds are exchangeable for an egqual principal amount of Bonds of the same maturity in any authorized
denomination upon surrender of the Bonds to be exchanged, but the District may require payment of a sum sufficient
to cover any tax or governmental charge payable in connection therewith.

RECORD DATE: The record date (“Record Date™) for the interest payable on any interest payment datc means the 15th
calendar day of the month next preceding such interest payment date.

INVESTMENT CONSIDERATIONS: The Bonds involve certain investiment risks as set forth in the Preliminary
Official Statement. Prospcctive purchasers should carefully review the entire Preliminary Official Statement before
making their investment decision. Particular attention should be given to the information set forth therein under the
caption “INVESTMENT CONSIDERATIONS. ™

RESERVATION OF RIGHTS: The District reserves the right to reject all bids or any bid not conforming with the terms
hereof and the right to waive any and all irregularitics, except time of filing,

NOT AN OFFER TO SELL: This Official Notice of Sale does not alone constituie an offer to scll the Bonds but is
merely notice of sale of the Bonds. The invitation for bids on the Bonds is being made by means of this Official Notice
of Sale, the Preliminary Official Statement and the Official Bid Form,

SECURITIES REGISTRATION AND QUALIFICATION: No registration statement relating to the Bonds has been
filed with the SEC under the Sceuritics Act of 1933, as amended, in reliance upon exemptions provided thercunder. The
Bonds have not been registered or qualified under the Securitics Act of Texas in reliance upon various exemptions
contained therein; nor have the Bonds been registered or qualified under the sccurities laws or regulations of any other
jurisdiction. The District assumes no responsibility for registration or quatification of the Bonds under the sceurities laws
or regulations of any other jurisdiction in which the Bonds may be offered, sold or otherwise transferred. This disclaimer
of responsibility for registration or qualification for sale or other dispesition of the Bonds shall not be construed as an
interpretation of any kind with regard to the availability of any exemption from securities registration or qualification
provisions in such other jurisdictions,

By submission of a bid, the Underwriter represents that the sale of the Bonds in states other than Texas will be made only
pursuant to cxemptions from registration or qualification or, where necessary, the Underwriter will register or qualify
the Bonds in accordance with the sccurities taws or regulations of any jurisdiction which so requires, The District agrecs
to cooperalte, at the Underwriter's written request and expense, in registering or qualifying the Bonds, or in obtaining an
exemption from registration or qualification, in any jurisdiction where such action is necessary, provided that the District
shall not be required to file a gencral consent to service of process in any jurisdiction,
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CONTINUING DISCLOSURE AGREEMENT: The District will agree in the Bond Resoltution to provide certain
periodic information and notices of material events n accordance with SEC Rule 15¢2-12, as described in the
Preliminary Official Statement under “CONTINUING DISCLOSURE OF INFORMATION.” The Underwriter's
obligation to accept and pay for the Bonds is conditioned upen delivery to the Underwriter or its agent of a certified copy
of the Bond Resolution containing the agreement described under such heading.

SUBSTANTIVE REQUIREMENTS FOR OFFICIAL STATEMENT: During the past five years, the District has
complied in all material respects with all continuing disclosurc agreements made by it in accordance with SEC Rule
15¢2-12,

ADDITIONAL COPIES: Additional copies of the Official Notice of Sale, the Official Bid Form and the Preliminary
Official Statement may be obtained from Rathmann & Associates, L.P., Four Houston Center, 133 | Lamar, Suite 1050,
Houston, Texas 77010,

Harvey Reiter
President, Board of Directors
Travis County Municipal Utility District No. 10

April 5, 2011
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CERTIFICATE OF UNDERWRITER

The undersigned hereby certifies as follows with respect to the sale of $1,150,000 Travis County Muaicipal Utility
District No. 10 Waterworks and Sewer System Combination Unlimited Tax and Revenue Bonds, Scrics 2011 (the
“Bonds"):

1. The undersigned is the underwriter or the manager of the syndicate of underwriters (the “Underwriter”) which
has purchascd the Bonds from Travis County Municipal Utility District No. 10 (the “District™) at competitive sale.

2. The first price for each maturity of the Bonds at which a substantial amount (at least ten percent) of such maturity
is sold to the public (cxpressed as a percentage of principal amount and cxclusive of accrued interest) is as set forth
below:

Principal Year of Issue Principal Year of Issue

Anmount Maturity Price Amount Maturity Price
$25,000 2013 $25,000 2026
25,000 2014 25,000 2027
25,000 2015 25,000 2028
25,000 2016 25,000 2029
25,000 2017 25,000 2030
25,000 2018 25,000 2031
25,000 2019 25,000 2032
25,000 2020 25,000 2033
25,000 2021 25,000 2034
25,000 2022 25,000 2035
25,000 2023 25,000 2036
25,000 2024 265,000 2037
25,000 2025 285,000 2038

3. The Underwriter has made a bona fide offering to the public of all of the Bonds of each maturity at the issue
prices to the public as set forth above, Such issue prices have not been changed if part of the Bonds is later sold at a
different price. The issuc prices set forth above arc determined on the date the Bonds were purchased by the
Underwriters (the “sale date™) based on the reasonable expectations regarding the initial public offering prices. At least
ten percent of the Bonds, except for the Bonds maturing in L Were
sold to the public at initial offering prices not greater than the respective prices shown in the Official Statement, or in
the case of discount obligations sold on a yicld basis, at yiclds no lower than the respective yiclds shown in the Official
Statement. For the Bonds maturing in , the
Underwriter reasonably expected, as of the date such Bonds were purchased by the Underwriter, to sell a substantial
amount of cach maturity of such Bonds to the public at prices not greater than the respective prices shown in the Official
Statement or, in the casc of discount obligations sold on a yield basis, at yields no lower than the respective yields shown
in the Official Statement,

4. None of the issuc prices described above exceeds the fair market value for such Bonds on the sale date,

5. The Underwriter [has] [has not] purchased bond insurance for the Bonds. The bond insurance has been
purchased from (the “Insurer”) fora fec of § (netofany nonguarantec cost,
e.g., rating agency fees). The amount of such fee is set forth in the Insurer's commitment and does not include any
payment for any direct or indirect services other than the transfer of credit risk, unless the compensation for those other
services is separately stated, reasonable, and excluded from such fee. Such fee does not exceed a reasonable, arms-tength
charge for the transfer of credit risk. The present value of the debt service savings expected to be realized as a result of
such insurance excecds the amount of the fee set forth above. For this purpose, present valuc is computed using the yicld
on the Bonds, determined by taking into account the amount of the fee set forth above, as the discount ratc. No portion
of the fee payable to the Insurer is refundable upon redemption of any of the Bonds in an amount which would exceed
the portion of such fce that had not been earncd.




6. The term “public,” as used herein, does not include bondhouscs, brokers, dealers and similar persons or
organizations acting in the capacity of underwriters or wholesalers.

7. The undersigned understands that the statements made herein will be relicd upen by the District in complying
with the conditions imposed by the Internal Revenue Code of 1986, as amended, on the exclusion of interest on the

Bonds from the gross income of their owncrs for federal income tax purposes.

EXECUTED AND DELIVERED this day of , 2011,

(Name of Underwriter or Manager)

By

Title




OFFICIAL BID FORM

June 7, 2011

President and Board of Dircctors
Travis County Municipal

Utility District No. 10
c/o Rathmann & Associates, L.P.
Four Houston Center
1331 Lamar, Suitc 1050
Houston, Tcxas 77010

Board Mcmbers:

We have read in detail the Official Notice of Sale and Preliminary Official Statement, which are hereby made a
part hereof, of Travis County Municipal Utility District No. 10 (the “District”™) relating to its $1,150,000
Waterworks and Sewer System Combination Unlimited Tax and Revenue Bonds, Scries 2011 (the “Bonds™). We
realize that the Bonds involve certain investment risks and that the ability of the District to service the Bonds
depends, in part, on the investment considerations set forth in the Preliminary QOfficial Statement. We have made
such inspcctions and investigations as we deem necessary relating to the investment quality of the Bonds.
Accordingly, we offer to purchase all of the Bonds for a cash price of § (which represents
% of the principal amount thereof), plus accrued interest to the date of delivery of the Bonds
to us, provided such Bonds bear interest at the following rates:

Maturity Intercest Maturity Interest
{(March 1) Amount Rate {March 1} Amount _Rate

2013(i) $25,000 2026(1)(11) $25,000

2004() 25,000 2027(1)(1) 25,000

2015(1) 25,000 202800 25,000

2016(1) 25,000 2029(i)(i1) 25,000

2007(1) 25,000 2030(0)(1) 25,000

201 8(1) 25,000 203 1{iX(ii) 25,000

20019(i)(i1) 25,000 2032(1)(i1) 25,000

20200i)(ii) 25,000 2033(i)(ii) 25,000

202 1(1)(ii) 25,000 20340)(i) 25,000

202200 25,000 2035(i)(i1) 25,000

2023(i)(i1) 25,000 203631)(i1) 25,000

2024¢i)(ii) 25,000 2037()(i) 265,000

2025(1)(ii) 25,000 2038(i)(1) 285,000

Our calculation (which is not a part of this bid) of the interest cost from the above is:

Total Interest Cost from July1, 20011 .. .. ... ... . o ¥
Plus: Cash Discount . . ... ... ... e

(or Less: Dollar Amount of Premium) ... .. . o i it . $
Net Interest Cost ... .. 3



() Of such principal maturitics sct forth above, we have created term bonds as indicated in the following table
(which may include multiple term bonds, one terim bond, or no term bonds if none is indicated). For those
years which have been combined into a term bond, the principal amount shown in the table above shall be
the mandatory sinking fund redemption amounts in such ycars. The term bonds created arc as follows:

Term Bonds Year of
Maturity Date First Mandatory Principal Amount Interest
{Scptember 1) Redemption of Term Bonds Rate

s %

(11} Subjcct to optional redemption on September 1, 2018, and on any date thereafter, at a price equal to the
principal amount thercof plus accrued interest.

The Initial Bonds shall be registered in the name of Cede & Co.

We will require 250 copies of the final Official Statement for dissemination to potential purchascrs of the Bonds,
By our submission of this bid, we agree to provide such copies of the final Official Statement and of any
amendments or supplements thereto in accordance with the Official Notice of Sale, and to undertake the obligations
of the Underwriter described therein, as contemplated by Rule 15¢2-12 of the Sceuritics and Exchange
Commission,

Cashier's Check No. ,issued by Bank, , Texas, and payable
to your order in the amount of $23,000 (is attached hereto) (has been made available to you priov to the opening
of this bid) as a Good Faith Deposit for disposition in accordance with the terms and conditions set forth in the
Official Notice of Sale. Should we fail or refuse to makc payment for the Bonds in accordance with the terms and
conditions stated in the Official Notice of Salc, this check shatl be cashed and the proceeds retained as complete
liquidated damages against us. The Good Faith Deposit will be returned to the Underwriter uncashed on the date
of delivery of the Bonds.

We agree to accept delivery of and make payment for the Initial Bonds in immediately available funds at the
principal payment office of The Bank of New York Mellon Trust Company, N.A_, Dallas, Texas, not later than
10:00 A.M., Houston Time, on July 12, 2011, or thereafter on the date the Bonds are tendered for delivery pursuant

to the terms sct forth in the Official Notice of Sale.

The undersigned agrees to complete, excoute and deliver to the District, by the date of delivery of the Bonds, a
certificate relating to the “issue price” of the Bonds in the form accompanying the Official Notice of Sale, with
such changes thereto as may be acceptable to the District.



We hercby represent that sale of the Bonds in jurisdictions other than Tcxas will be made only pursuant to
ecxemptions from registration or qualification and that, where necessary, we will register or qualify the Bonds in
accordance with the sccurities laws and regulations of the jurisdictions in which the Bonds are offered or sold.

Respectfully submitted,

Name of Undecrwriter

By:

Authorized Representative

Title

ACCEPTANCE CLAUSE

The above and foregoing bid is hercby in all things accepted by Travis County Municipal Utility District No. 10,
this 7th day of Junc, 2011.

ATTEST:

Sccretary, Board of Directors President, Board of Directors
Return of $23,000 Good Faith Deposit is hereby acknowledged:

Firm;

By:

Date:

(For your information you will find attached a list of the group of underwriters associated with us in this proposal.)



51,150,000

TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10

WATERWORKS AND SEWER SYSTEM COMBINATION
UNLIMITED TAX AND REVENUE BONDS
SERIES 201}

BOND YEARS

[nterest accrues from: July 1, 2011 Due: Seplember |
Accumulated
Year Amount Bond Years Bond Years
2013 525,000 54.1667 54.1667
2014 25,000 719.1667 133.3333
2015 25,000 104.1667 237.5000
2016 25,000 129.1667 366.6667
2017 25,000 154.1667 520.8333
2018 25,000 179.1667 700.0000
2019 25,000 204.1667 904.1667
2020 25,000 229.1667 1,133.3333
2021 25,000 254.1667 1,387.5000
2022 25,000 279.1667 1,666.6667
2023 25,000 304.1667 1,970.8333
2024 25,000 329.1667 2,300.0000
2025 25,000 354.1667 2,654.1667
2026 25,000 379.1667 3,033.3333
2027 25,000 404.1667 3,437.5000
2028 25,000 429.1667 3.866.6667
2029 25,000 454.1667 4,320.8333
2030 25,000 479.1667 4,800.0000
2031 25,000 504.1667 5,304.1667
2032 25,000 529.1667 5,833.3333
2033 25,000 554.1667 6,387.5000
2034 25,000 579.1667 6,966.6667
2035 25,000 (04.1667 7,570.8333
2036 25,000 629.1667 8,200.0000
2037 265,000 6,934.1667 15,134.1667
2038 285,000 1,742.5000 22,876.6667

Total Bond Years:

Average Maturity:

22,876.6667

19.893 years
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PRELIMINARY OFFICIAL STATEMENT DATED APRIL 5, 2011

This Preliminary Official Statement is subject to completion and amendment and is intended solely for
the solicitation of initial bids to purchasc the Bonds. Upon the sale of the Bonds, the
Official Statement will be completed and delivered to the Underwriter
IN THE OPINION OF BOND COUNSEL, INTEREST ON THE BONDS IS EXCLUDABLE FROM GROSS INCOME FOR FEDERAL INCOME TAX
PURPOSES UNDER EXISTING LAW, AND INTEREST ON THE BONDS IS NOTSUBJECT TOTHE ALTERNATIVE MINIMUM TAX ON INDIVIDUALS AND
CORPORATIONS, EXCEPT FOR CERTAIN ALTERNATIVE MINIMUM TAX CONSEQUENCES FOR CORPORATIONS. SEE "TAX MATTERS" FOR A
DISCUSSION OF THE OPINION OF BOND COUNSEL.

The Bonmds have been designoted as “yualified tax-exempt obligations” for financial institutions. See "TAN MATTERS — Qualified Tux-Exempt

Obligations.”
NEW ISSUE — Book-Entry Only
$1,150,000
TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10

(A political subdivision of the State of Texas loeated within Travis County, Texas)

WATERWORKS AND SEWER SYSTEM
COMBINATION UNLIMITED TAX AND REVENUE BONDS

Dated: July 1, 2011 SERIES 2011 Due: September 1

Principal of the above bonds (the “Bonds™) is payable 1o the regisiered owner thereof (the “Registered Owner™) by the paying agent/registrar,
inittally, The Bank of New York Mellen Trust Company, N.A., in Dallas, Texas, or any successor paying agent/registrar (the “Paying Agent,”
“Registrar™ or the “Paying Agent/Registrar”), upon surrender of the Bonds for puyment. Interest on the Bonds accrues from July 1, 2011, and is
payable on March 1, 2012 (cight-month inferest payment), and on each September 1 and March | thereafter until the earlier of maturity or redemption.
The Bonds are issued in denominations of $5,000 or any integral multiple thereof in fully registered form only.

The Bonds will be registered in the name of Cede & Co., as nominee for The Depository Trust Company, New York, New York (“DTC”), which
will act as securitics depository for the Bonds. Beneficial owners of the Bonds will not receive physical certificates representing the Bonds, but will
reccive a credit balance on the boeks of the nominees ef such beneficial owners. So long as Cede & Co. is the registered owner of the Bonds, the
principal of and interest on the Bends will be paid by the Puying Agent directly to IXTC, which will, in turn, remit such principal and interest 1o its
panticipants for subsequent disbursement to the benefieial owners of the Bonds as described hercin, See “THE BONDS — Book-Entry-Only System.”

MATURITY SCHEDULE

y not be sold nor may offers to buy be accepted prior to the

ry Official Statement constitute an offer to sell or the solicitation of an offer to buy nor shali there be

any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualificaticn under the securities laws of any such jurisdiction,

ject to completion or amendment. These securities ma

Initial Initial

Principal Interest Reoffering Principal Enterest Reoffering
Amount Maturity Rate Yield(a) Amount Maturity Rate Yield(a)
& 25,000 2013 % Y% § 25,000 2026(b) % %

25,000 2014 25,000 2027(b)

25,000 2015 25,000 2028(b)

25.000 2016 25,000 2029(b)

25,000 2017 25,000 2030(b)

25,000 2018 25,000 2031(b)

25,000 2019(b) 25,000 2032(b)

25,000 2020(b) 25,000 2033(b)

25,000 2021(b) 25,000 2034(b)

25,000 2022(b) 25,000 2035(b)

25,000 2023(b) 25,0600 2036(b)

25,000 2024({b) 265,000 2037(b)

25,000 2025(b) 285,000 2038(b)

(a) Information with respect to the initial reoffering vields of the Bonds is the responsibility of the Underwriter (as defined herein). Initial reoffering vields
represent the initiai offering price to the public which has been established by the Underwriter for public offerings, and which subsequently may be changed.

{b} ‘'he Bonds maturing on and afler September 1, 2019, are subject to redemption prior 1o maturity at the option of Travis County Municipal Utility District
No. 10 {the “District™}, as a whole or in parl, on September 1, 2018, or en any date thereafter, at a price equal to the principal amount thereof plus accrued
interest from the most recewt interest payment date to the date fixed for redemption,

If fewer than all of the Bonds are redeemed at any time, the particular maturities and amounis of the Bonds to be redeemed shali be selecied by the
District in integral multiples of $5,000 within any one maturity. If fewer than all of the Bends of any given maturity are to be redcemed at any time, the
particular Bonds to be redeemed shall be selected by such method of random selection as is determined by the Registrar (or by DTC in accordance with
1ts procedures while the Bonds are in boek-entry-only form). The Registered Owner of any Bond, all or a portion of which has been cailed for
redemption, shall be required to present same to the Registrar for payment of the redemption price on the portion of the Bond s called for redemption
and issuance ol a new Bond in the principal amount equal to the portion of such Bond not redecmed.

The Bonds constitute the third serics of combination unlimited tax and revenue bonds issucd by the District for the purpose of acquiring and
construciing a waterworks, sanitary sewer and storm drainage system te serve the District. The District has previously issued $ 1,920,000 Waterworks
and Sewer System Combination Unlimited Tax and Revenue Bonds, Series 2004, $1,685,000 of which are currently outstanding, and $3,570,000
Waterworks and Sewer System Combination Unlimited Tax and Revenue Bends, Series 2010, all of which are currently outstanding. THE BONDS
ARE SUBJECT TO SPECIAL RISK FACTORS DESCRIBED HEREIN. SEE “RISK FACTORS.” Voters in the Distnict have authorized a total of
$20,300,000 principal amount of bonds for the purpose of constructing a waterworks, sanitary sewer and storm drainage system lo serve the District.
Following the issuance of the Bonds, $13,660,000 principat ameunt of unlimited tax bonds authorized by the District’s volers will remain unissued.
See “THE BONDS — issuance of Additional Debt.”

The Bonds, when issued, constitute valid and binding obligations of the District, and are payable from the proceeds of an annual ad valorem tax,
without legal limitation as 10 rate or amount, levied against all taxable property located within the District, and are further payable from and secured by
a pledge of and lien on cenain Net Revenues (as defined herein), if any, of the District’s watlerworks and sewer system (the “System™), to the extent and
upoen the conditions described herein. The System is not expecied to produce sufficient Net Revenues 1o make significam contributions, if any, to future
debt service payments, See “THE BONDS — Source of Payment.” Neither the State of Texas, the City of Austin, Texas, the City of Lage Visla, Texas,
Travis County, Texas, nor any political subdivision other than the District shall be obligated te pay the principal of and intercst on the Bonds. Neither
the faith and credit nor the taxing power of the Stale of Texas, the City of Austin, Texas, the City of Lago Vista, Texas, or Truvis County, Texas, is
pledged to the payment of the principal of and interest on the Bonds,

The Bonds are effered subject to prior sale, when, as und if issued by the District and accepted by the Underwriter, subject among other things 1o
the approval of the Attorney General of Texas and of Allen Boone Humphries Robinson LIP, Houston, Texas, Bond Counsel. Certain legal matters will
be passed on for the District by McCall, Parkhurst & Horton L.L.P., Dallas, Texas, as Disclosure Counsel, Delivery of the Bonds is expected on or
about July 12, 2011, at The Bank of New York Mellon Trust Company, N.A., in Dallas, Texas.

This Preliminary Official Statement and the information contained hereinare sub
time the Official Statement is delivered in final form. Under no circumstances shall this Prelimina
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USE OF INFORMATION IN OFFICIAL STATEMENT

No dealer, broker, salcsiman or other person has been authorized to give any information or to make any representations
other than those contained in this Official Statement and, if given or made, such other information or representations
must not be relied upon as having been autherized by the District.

This Official Statement does not constitute, and is not authorized by the District for usc in connection with, an offer to
scll or the solicitation of any offer to buy in any state in which such offer or solicitation is not authorized or in which
the person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such
offer or sulicitation,

Al of the summaries of the statutes, orders, resolutions, contracts, audits, and cngincering and other related reports set
forth in the Official Statement are made subject to atl of the provisions of such documents. These summaries do not
purport to be complete statements of such provisions, and reference is made to such documents, copies of which are
available from the Financial Advisor,

This Official Statement contains, in part, estimates, assumptions and matters of opinton which are not intended as
statements of fact, and no representation is made as to the correctness of such estimates, assumptions, or matters of
opinien, or that they will be realized. Any information and expressions of opinion hercin contained are subject to change
without notice, and ncither the delivery of this Official Statement nor any sale madc hercunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the District or other matters
described herein since the date hercof. However, the District has agreed to keep this Official Statement current by
amendment or sticker to reflect material changes in the affairs of the District and, to the extent that information actually
cones to its attention, the other matters described in the Official Statement until delivery of the Bonds to the Underwriter
(as hercinafter defined) and thereafier only as described under “OFFICIAL STATEMENT - Updating of Official
Statement.”

Neither the District nor the Underwriter makes any representations as to the accuracy, completencss, or adequacy of the
information supplied by The Depository Trust Company for usc in this Official Statement.

This Official Statement contains “forward-looking” statements within the mcaning of Scction 21E of the Securities
Exchange Act of 1934, as amended, which generally can be identified with words or phrases such as “anticipatcs,”
“believes,” “could,” “cstimates,” “expects,” “foresces,” “may,” “predict,” “should,” “will” or other words or phrascs of
similar import. All statements included in this Official Statement that any person expects or anticipates will, should or
may oceur in the future arc forward-looking statements. These statements are based on assumptions and analyses made
in light of experience and perceptions of historical trends, cutrent conditions and expected future developments as well
as other factors the District belicves are appropriate in the circumstances. However, whether actual results and
developments conform with expectations and predictions is subjcct to a number of risks and uncertaintics, including,
without limitation, the information discussed under “RISK FACTORS” in this Official Statement, as well as additional
factors beyond the District’s control. The important risk factors and assumptions described under that caption and
elsewhere herein could cause actual results to differ materially from those expressed in any forward-looking statement,

All of the forward-looking statements made in this Official Statement are qualified by these cautionary statements.

SALE AND DISTRIBUTION OF THE BONDS
Award of the Bonds

After requesting competitive bids for the Bonds, the District has accepted the bid resulting in the lowest net interest cost
to the District, which was tendered by (referred to herein as the
“Underwriter” or the “Initial Purchaser”) to purchase the Bonds bearing the interest rates shown under “MATURITY
SCHEDULE” at a price of % of the principal amount thereof plug accrued interest to the date of delivery, which
resuited in a net effective interest ratc of %, as calculated pursuant to Chapter 1204, Texas Government
Code, as amended.




Marketability

The District has no control over the reoffering yiclds or prices of the Bonds or over trading of the Bonds in the secondary
market, Moreover, there is no assurance that a sccondary market will be made in the Bonds. If there is a sccondary
market, the difference between the bid and asked prices of the Bonds may be greater than the difference between the bid
and asked prices of bonds of comparable maturity and quality issued by more traditional municipal entities, as bonds
of such entitics are more generally bought, sold or traded in the sccondary market.

The prices and other terms respecting the offering and salc of the Bonds may be changed from time to time by the
Underwriter after the Bonds are released for sale, and the Bonds may be offercd and sold at prices other than the initial
offering price, including sales to dealers who may sell the Bonds into investment accounts.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING,
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME,

Sccurities Laws

No rcgistration statement relating to the Bonds has been filed with the United States Securities and Exchange
Commission under the Sccuritics Actof 1933, as amended, in reliance upon exemptions provided thereunder. The Bonds
have not been registered or qualified under the Sccurities Act of Texas in reliance upon various cxemptions contained
therein; nor have the Bonds been registered or qualified under the securitices acts of any other jurisdictions. The District
assumies no responsibility for registration or qualification of the Bonds under the securitics laws of any jurisdiction in
which the Bonds may be offered, sold, or otherwise transferred. This disclaimer of responsibility for registration or
qualification for sale or other disposition of the Bonds should not be construed as an interpretation of any kind with
regard to the availability of any exemption from securities registration or qualification provisions.

Municipal Bond Rating

The District has made no application for a municipal bond rating of the Bonds, nor is it expected that the District would
have been successful in receiving an investment grade rating had such an application been made.



OFFICIAL STATEMENT SUMMARY

The following summary of certain infermation contained herein is qualificd in its entirety by the detailed information
and financial statements appearing elsewhere in this Official Statement. The reader should refer particularly to sections
that are indicated for more complete information.

The Tssuer .......

Description .. .. ..

Book-Entry-Only System .. ..................

Source of Paymient

THE BONDS

Travis Counly Municipal Utility District No. 10 (the
“District™) is a political subdivision of the State of Texas
located within Travis County, Texas, See “THE DISTRICT -
General.”

$1,150,000 Waterworks and Sewer System Combination
Unhimited Tax and Revenue Bonds, Serics 2011, are dated
July 1, 2011, and mature on September | in the years and
principal amounts shown on the cover page of this Official
Statement. Interest on the Bonds accrues from July 1, 2011,
and is payable on March 1, 2012 (eight-month intcrest
payment), and on cach September 1 and March 1 thereafter
until maturity or prior redemption, The Bonds arc issued in
fully registered form and will be issued in denominations of
§5,000 of principal amount or integral multiples thereof. The
Bonds scheduled to mature on and afier September 1, 2019,
arc subject to redemption, in whole or in part, prior to their
scheduled maturitics, on September 1, 2018, or on any date
thereafter at the option of the District. Upon redemption, the
Bonds will be payable at a price cqual to the principal amount
of the Bonds, or portions thercof, so called for redemption,
plus accrued interest to the date of redemption, See “THE
BONDS.”

The definitive Bonds will be initially registered and delivered
only to Cede & Co., the nomince of DTC, pursuant to the
Book-Entry-Only System described herein.  Beneficial
ownership of the Bonds may be acquired in denominations of
$5,000 or integral multiples thereof. No physical delivery of
the Bonds will be made to the beneficial owners thereof.
Principal of and interest on the Bonds will be payable by the
Paying Agent/Registrar to Cede & Co., which will make
distribution of the amounts so paid to the participating
members of DTC for subsequent payment to the beneficial
owners of the Bonds (see “THE BONDS - Book-Entry-Only
System™).

Principal of and interest on the Bonds are payable from the
proceeds of an annual ad valorem tax, without legal limitation
as to rate or amount, levied upon all taxable property within
the District, and are further payable from and sccured by a
pledge of and licn on the Net Revenues (as defined herein), if
any, of the District's Waterworks and Sewer System (the
“System”), to the extent and upon the conditions described



Usc of Procecds .. ....

PaymentRecord ....... .. ... .. ... .. ... . ...

Authorized But Unissued Bonds ..............

Municipal Bond Rating

herein. The System is not expected to produce sufficient Net
Revenues to make signtficant contributions, if any, to future
debt service payments. . Sec “THE BONDS - Source of
Payment,” “TAX DATA - Tax Rate Calculations,” and “RISK
FACTORS - Maximum Impact on District Tax Rates” and -
“Production of Net Revenues,

Proceeds of the sale of the Bonds will be used by the District
to (i) finance {a) water, wastcwater and drainage facilitics and
Lift Station No. 3 to serve Waterford on Lake Travis, Section
4A, and (b) land costs for lift station facilities and water
quality ponds; (it} pay engincering fecs associated with such
construction projects; (iii) pay intcrest on advances that have
been made on the District’s behalf: and (iv) pay for
administrative costs, legal fces, fiscal agent's fees, a fee to the
Texas Commission on Environmental Quality (the “TCEQ™ or
the “Commission™) and the Attorney General of Texas, and
certain financing costs related to the issuance of the Bonds.

See“THE BONDS - Use and Distribution of Bond Proceeds.”

The Bonds are the third scrics of bonds issued by the District.
The District has previously issued $1,920,000 Waterworks and
Sewer System Combination Unlimited Tax and Revenuc
Bonds, Serics 2004 {the “Series 2004 Bonds™), $1,685,000 of
which are currently outstanding, and $3,570,000 Waterworks
and Sewer System combination Unlimited Tax and Revenue
Bonds, Scries 2010 (the “Scrics 2010 Bonds™), all of which
are currently outstanding (collectively, the “Outstanding
Bonds™).

$13,660,000 for waterworks, wastewater, and drainage
facilities (after issuance of the Bonds) and $13,200,000 for
refunding purposes. Scc “THE BONDS - Tssuance of
Additional Debt.”  In addition to the water supply and
distribution, wastewater collcction and treatment, and storm
drainage facilities that the District has financed with portions
of the proceeds of the salc of the Outstanding Bonds and is
financing with portions of the proceceds of the sale of the
Bonds (sce “THE BONDS - Use and Distribution of Bond
Proceeds” and “THE SYSTEM™), the District expects to
finance the acquisition or construction of additional
components of the System with portions of the proceeds of the
sale of bonds, if any, in the future. Sec “THE BONDS -
Issuance of Additienal Debt” and “RISK FACTORS - Future
Debt.”

The District has made no application for a municipal bond
rating of the Bonds, nor it is expected that the District would
have been successful in receiving an investment grade rating
had such an application been made.  See “SALE AND
DISTRIBUTION OF THE BONDS - Municipal Bond
Rating,”



Bond Counsel . ... ... . ... .

Disclosure Counsel .. ... ... .. ... .. .. .....

Qualificd Tax-Exempt Obligations

Allen Boone Humphrics Robinson LLP, Bond Counsel,
Houston, Texas. See “LEGAL MATTERS.”

McCall, Parkhurst & Horton, L.L.P., Dallas, Texas. Sec
“LEGAL MATTERS.”

The District has desighated the Bonds as “qualificd tax-
cxempt obligations” pursuant to Section 265(b) of the Internal
Revenue Code of 1986, as amended. Sce “TAX MATTERS -
Qualified Tax-Exempt Obligations.”

THE DISTRICT

Deseription .. ... e

Authority

The District is a political subdivision of the State of Texas,
created originally as Point Venture [I Municipal Utility
District by Order of the Texas Water Commission (now the
TCEQ) on May 7, 1989. The District containg approximately
589.771 acres of land. The District is located entirely within
Travis County, Texas. A portion of the District is located
within the extraterritorial jurisdiction (“ETJ™) of the City of
Austin, Texas (“Austin™) and the remainder of the District is
located within the ET) of the City of Lage Vista, Texas
(“Lago Vista”). Austin and Lago Vista entered into an
Interlocal Cooperation Agreement dated April 15, 2004 (the
“Austin - Lago Vista Agreement™), pursuant to which Austin
delegated certain urban planning and subdivision development
regulations for all of the property in the District to Lago Vista.
Consequently, subdivision plats and the plans and
specifications for all roads and District utilities arc to be
reviewed and approved by Lago Vista, not Austin. The Austin
- Lago Vista Agrcement also scts forth the framework for the
eventual transference of the property currently within the ET)
of Austin 1o the ETJ of Lago Vista. Sec “THE BONDS -
Annexation.” The District is located on Lake Travis,
approximately 26 miles northwest of the central business
district of Austin, and approximately 5 miles south of the
intersection of Lohmans Ford Road and FM 1431. The
entrance to the District is located on Lohmans Ford Road,
approximaicly 5 miles south of Lago Vista. The District lies
wholly within the Lago Vista Independent School District,

Sce “THE DISTRICT - General” and - “Description,” and
“APPENDIX A - LOCATION MAP.”

The rights, powers, privileges, authonty and functions of the
District are cstablished by Article XVI, Scction 59 of the
Constitution of the State of Texas and the general laws of the
State of Tcxas pertaining to municipal utility districts,
particularly Chapters 49 and 54 of the Texas Water Code, as
amended. Scc “THE DISTRICT - General.”



Development and Home Construction

As of March 1, 2011, the District contained a total of 66
single-family homes (including 2 homes under construction),
an 80-slip marina and parking lot plus the completed 71-unit
Waterstone Condominiums on Lake Travis. Single-family
homes that have been constructed in the District range from
approximatcly 2,500 to 12,000 square feet of living arca and
in valuation from approximately $600,000 to $5,000,000. The
Waterstonc Condominiums on Lake Travis range in size from
approximately 1,422 10 1,915 square feet of living arca and in
sales price from approximately $245,000 to $469,000.

According to the District’s Engineer, underground water
supply and distribution, wastewater collection and trcatment,
and storm drainage/detention facilities (the “System”™) and
strect paving have been completed to serve 212 single-family
residential lots and the 71-unit Waterstone Condominiums on
Lake Travis as follows: (i) approximately 49.3 acres have
been developed as Waterford on Lake Travis, Scction 1,
consisting of 54 single-family residential lots, (i)
approximately 20.1 acres have becn developed as Waterford
on Lake Travis, Section 2, consisting of 28 single-family
residential lots, (iii) approximately 26.3 acres have been
developed as Waterford on Lake Travis, Section 3, consisting
of 30 single-family residential lots; (iv) approximately 11.7
acres have been developed as Waterford on Lake Travis,
Section 3D, consisting of 10 single-family residential lots, (v)
approximately 44.6 acres have been developed as Waterford
on Lake Travis, Scction 4A, consisting of 62 singlc-family
residential lots plus an 80-slip marina and parking lot; {vi)
approximately 28.9 acres have been developed as Waterford
on Lake Travis, Scction 6, consisting of 25 single-family
residential lots, (vii) approximately 25.0 acres have been
developed as Waterford on Lake Travis, Section 7, consisting
of the 71-unit Waterstone Condominiwns on Lake Travis, and
(viii} approximalcly 1.0 acre has been developed as 3 single-
family residential lots. The balance of the land located in the
District consists of approximately 113.4 currently undeveloped
acres which are available for future development, and
approximately 288.9 acres which that are not available for
future development, including District water plant and
wastcwalter treatment plant sites, street rights-of-way, parks,
recrcational and open spaces, and permanent flood plain
acreage (some of which approximately 288.9 acres lics within
the platted arca of certain of the aforementioned subdivisions).

Waterstone Development, L.P. (“WD™) (see “Developer and
Other Principal Land Owners” below), the initial developer of
the Waterstone Condominiums on Lake Travis, conveyed 52

of such condominiums and CDDR Propertics, LLC sold & of
such condominiums to HW Waterstone, L.P. (“HW"} i
August 2010. HW has sold I of such units, and has contracted
to selt 2 additional units. The District cannot predict whether
the sale of the two units that are under contract will be



consummated. [ncluding the aforementioned unit that HW has
sold, a total of 12 of such condominium units have been sold
since the April 2009 completion of the project. HW is
marketing the remaining 57 condominium units for sale to
prospective purchasers.

In September 2004, Waterford LT Partaers, L.P. (“Watcrford
Partners”™) (sce “Developer and Other Principal Land Owners”
below) acquired a total of approximately 474.2 acres of land,
approximately 324.6 acrcs of which are located within the
District, from the original developer of the District through
forcclosure, The original developer had developed Waterford
on Lake Travis, Scctions | and 2, consisting of approximately
69.4 acres, 82 single-family residential lots, and conveyed all
82 lots located in Waterford on Lake Travis, Scctions 1 and 2
to custom home builders that have constructed homes for sale
to purchasers, or 1o individual lot purchasers some of whom
have retained third party builders to construct homes for them
and some of whom continue to hold such lots for future
construction or sale. Approximately 239.0 of such total of
approximately 324.6 acres located within the District are
developable, and the balance thereof is not developable as is
described above.  Waterford Partners completed  the
development of Waterford on Lake Travis, Section 3
(approximately 20.3 acres, 30 single-family residential lots) in
May 2007, and has sold 25 of such 30 lots to custom home
builders that have constructed hotnes for sale to purchascrs, or
to individual lot purchascrs sonme of whom have retained third
party builders to construct homes for them and some of whom
continue to hold such lots for future construction or sale.
Watcrford Partners substantially completed the development
of Waterford on Lake Travis, Scction 4A (approximately 44.6
acres, 62 single-family residential lots plus an 80-slip marina
and parking lot) in October 200%, and has sold 11 of such 62
lots to custom home builders, or to individual lot purchasers.

Waterford Partners completed the development of Waterford
on Lake Travis, Section 6 {approximatcly 28.9 acres, 25
single-family residential lots) in April 2008, and has sold 19
of such 25 lots to custom home builders that have constructed
homes for sale to purchasers, or to individual lot purchasers
some of whom have retained third party builders to construct
homes for them and some of whom continue to hold such lots
for future construction or sale.

In 2005 Waterford Partners sold approximately 25 acres
(Waterford on Lake Travis, Scction 7) located within the
District to Waterstone Development, L.P. (“WD™) which
completed the development of the aforementioned 71-unit
Waterstone Condominiums on Lake Travis thercon.

Waterford Pariners owns a total of approximately 70.1 acres
of currently undeveloped land located within the District that
it expects to develop as approximately 46 future single-family
residential lots. Approximately 43.3 acres [ocated within the
District (future Waterford on Lake Travis, Section 5 - 31
future single-family residential lots) arc owned by HA
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Developer and Other Principat Land Owners . .. ..

Waterford Investors, LI (“HIA™). Neither Waterford Partners
nor HA is under any obligation to the District to undertake the
development of any currently undeveloped portion of the
District according to any particular timetable or at all, and thus
the District cannot represent whether, or when, the
development of any of such currently undeveloped acres might
occur.  See “DEVELOPER AND OTHER PRINCIPAL
LAND OWNERS,” “FUTURE DEVELOPMENT,” TAX
DATA - Principal 2010 Taxpayers,” and “RISK FACTORS -
Factors Affccting Taxable Values and Tax Payments.”

The District financed the cost of construction of Water Plant
Expansion, Phase [, Wastewater Treatment Plant, Phase [, and
Lift Station No. 1 with portions of the proceeds of the salc of
the Serics 2004 Bonds. The District financed the cost of
acquisition or construction of the componcnts of the System
that scrve Waterford on Lake Travis, Sections 2, 3 and 6,
offsite water and wastewater facilities for Waterford on Lake
Travis, Section 3, and other facilitics with portions of the
procceds of the sale of the Series 2010 Bonds, The District
will finance the cost of acquisition or construction of
components of the System that serve Waterford on Lake
Travis, Section 4A, and other facilitics, with portions of the
proceeds of the sale of the Bonds, as is cnumerated in this
Official Statement under the caption “THE BONDS - Usc and
Distribution of Bond Proceeds.” The District anticipates
financing the cost of acquisition of the components of the
System that serve Waterford on Lake Travis, Sections [ and 7,
the Water Treatment Plant, Transmission Main and Intake
Barge, the cluster septic system, the Wastewater Treatment
Plant, Phasc 2, and other facilitics with portions of the
proceeds of bonds, if any, to be issued by the District in the
future. Sec “THE SYSTEM.”

Waterford LT Partners, L.P.

In September 2004, Waterford LT Partoers, L.P. (*Waterford
Partners™), a Texas limited partnership whosc general partner
is Waterford LT Investments, Inc., a Texas corporation,

acquired a total of approximately 474.2 acres of land,
approximately 324.6 acres of which are located within the
District, from the original developer of the District through
forcclosure. The timited partners of Waterford Partners are
Joc Longbotham; Ranicr Waterford Investors, LP; Waterford
Equity Partners, L.P.; and Waterford Ncw Equity Partners,
L.P. Walerford Partners obtains management services through
Winston Management Partners, a subsidiary of Winston
Capital Corporation. Winston Capital Corporation isa Dallas,
Texas, based corporation which, through its subsidiarics,
develops, owns, and manages propertics primarily in major
citics in Texas, but also includes propertics in South Carolina,
Colorado, Oklahoma, California and Louisiana. Winston
Capital Corporation’s portfolio includes land, multi-family
housing communitics, mixed-used developments, and
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waterfront property. The District cautions that the foregoing
devclopment expericnce was gained in different markets and
under different circumstances than cxist today, and any prior
success 18 no indication or guarantee of success in the
development of land within the District. Waterford Partners
has obtained development financing pursuant to a non-
revolving multiple advance loan from American Bank of
Texas. Such loan is in the maximum amount of $11,049,300,
matures on September 12,2011, and, as of March 1,2011, had
an outstanding balance of $6,351,000.

Waterford Partners is a minimally-capitalized cntity whosc
primary assets are its developed lots, undeveloped land, and
marina within the District. Waterford Partners is dependent
upen sale of lots, reimbursement from proceeds of District
bonds, and advances and/or loans from its linuted partners to
provide funds for payment of its obligations. None of
Watcrford Partners or any of its parents or affiliates has made
any commitment to pay debt service on the Bonds, and the
inclusion of the financial statements of Waterford Partners in
this Official Statement should not be so construed.

The original developer of the District had developed
Watcrford on Lake Travis, Sections | and 2, consisting of
approximately 69.4 acres, 82 single-family residential lots, and
conveyed all 82 lots located in Waterford on Lake Travis,
Sections 1 and 2 to custom home builders that have
constructed homes for sale to purchascrs, or to individual lot
purchasers some of whom have retained third party builders to
construct homes for them and some of whom continue te hold
such lots for future construction or sale. Approximately 239.0
of such total of approximately 324.6 acres located within the
District are developable, and the balance is not developable as
is described above under the caption “DEVELOPMENT AND
HOME CONSTRUCTION.” Waterford Partners completed
the development of Waterferd on Lake Travis, Scction 3
{approximatcly 26.3 acres, 30 single-family residential lots) in
May 2007, and has seld 25 of such 30 lots 1o custom home
builders that have constructed homes for sale to purchasers, or
to individual lot purchasers some of whoim have retained third
party builders to construct homes for them and some of whom
continuc to hold such lots for future construction or sale.

Waterford Partners substantially completed the development
of Waterford on Lake Travis, Section 4A (approximately 44.6
acres, 62 single-family residential lots plus an 80-slip marina
and parking lot} in October 2008, and has sold 1! of such 62
lots to custom home builders, or to individual lot purchasers.

Waterford Partners completed the development of Waterford
on Lake Travis, Scction 6 (approximately 28.9 acres, 25
single-family residential lots) in April 2008, and has sold 19
of such 25 lots to custom home builders that have constructed
homes for sale to purchasers, or to individual lot purchasers
some of whom have retained third party builders to construct
homes for them and some of whom continue to hold such lots
for future construction or sale. Sec “DEVELOPMENT AND
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HOME CONSTRUCTION™ for a delincation of the status of
home construction in the District and for a description
(cxpressed as a range of valuation and square footage of living
arca} of such homes. Waterford Partners owns a total of
approximately 70.1 acres of currently undeveloped land
located within the District that it expects to develop as
approximately 71 future single-family residenttal lots.

HW Waterstone, L.P.

In 2005 Waterford Partners sold approximately 25 acres
{Waterford on Lake Travis, Section 7) located within the
District to Waterstone Development L.P. (“WD”), a Texas
limited partnership. WD comipleted the development of the
71-unit Waterstone Condominiums on Lake Travis thereon.

WD sold 52 of such umits and CDDR Properties, LLC sold 8
of such condominiums to HW Waterstone, L.P. (“"HW™} in
August 2010, HW has sold | of such units, ane has contracted
to scll 2 additional units. The District cannot predict whether
the sale of the two units that arc under contract will be
consummated. Including the aforementioned unit that HW has
sold, a total of 12 of such condominium units have been sold
since the April 2009 complction of project. HW is marketing
the remaining 57 condominium units for sale to prospective
purchasers. The Waterstone Condominiwms on Lake Travis
range in size from approximately 1,422 to 1,915 square feet of
living area and units are currently being offered for sale by
HW in sales price from approximately $245,000 to $469,000.

HA Waterford Invesiors, L.P.

Approximately 43.3 acres located within the District (future
Waterford on Lake Travis, Scction 5 - 31 future single-family
residential lots) are owned by HA Waterford Investors, LP
(*HA™,

Neither Waterford Partners nor HA is under any obligation to
the District to undertake the development of any currently
undeveloped portion of the District according to any particular
timetable or at all, and thus the District cannot represent
whether, or when, the development of any of such currently
undeveloped acres might occur. See “DEVELOPER AND
OTHER PRINCIPAL LAND OWNERS,” “FUTURE
DEVELOPMENT,” TAX DATA - Principal 2010 Taxpaycrs,”
and “RISK FACTORS - Factors Affecting Taxable Values and
Tax Payments.”

RISK FACTORS

THE BONDS ARE SUBJECT TO SPECIAL RISK FACTORS AS SET FORTH IN THIS OFFICIAL STATEMENT.
PROSPECTIVE PURCHASERS SHOULD CAREFULLY EXAMINE THE ENTIRE OFFICIAL STATEMENT
BEFORE MAKING THEIR INVESTMENT DECISIONS, ESPECIALLY THE PORTION OF THE OFFICIAL
STATEMENT ENTITLED “RISK FACTORS.”



SELECTED FINANCIAL INFORMATION
{(Unaudited)

2000 Assessed Valuation ... ... . e S 97,407,729(a)
(As of January 1, 2010)
Sce “TAX DATA” and “TAXING PROCEDURES”

Estimated Valuation at February F, 2011 ... ... .. o $5105,778,214(b)
(As of February 1, 201 1)
Sce “TAX DATA” and “TAXING PROCEDURES™

Direct Debt:

The Qutstanding Bonds .. .. ... .. .. . e § 5,255,000

TheBonds ..o e 1,150,000

Lol e §  6,405,000(c)
Estimated Overlapping Debt . ... . . $ 1,740.938
Dircct and Estimated Overlapping Debt ... oo § 8145935
Direct Debt Ratios

: as a percentage of 2010 Assessed Valuation ... ... ... L oL 6.58%

: as a pereentage of Estimated Valuation at February 1, 1000 .00 0000000 6.06%

Dircet and Estimated Overlapping Debt Ratios

: as a percentage of 2010 Assessed Valuation ... ... .. 0 e 8.36%

: as a percentage of Estimated Valuation at February 1,2000 ... ... ... ... ... 7.70%
Debt Service Fund Balance as of April 5, 20011 ... . . §  784,711(d)
General Fund Balance as of April 5, 2010 ... .. ... . e $ 786,552
2010 Tax Rate Per $100 of Assessed Valuation

DebtService Tax .......... ... ... cveinn. $0.347

Maintenance Tax ........ ... ... .. ... ........ 0.400

Total L e e e $0.747(c)
Percentage of Tax Collections 1999 through 2009 Levies .. ... ... ... ... ... ... ... 99.71%
Tax Colleetions 2010 Tax Levy as of March 31, 2011 ... .. .. ... .. ... . ... ..., 98.18%

In process of collection,

Average Annual Debt Scrvice Requirements of the Bonds and the
Outstanding Bonds (2012-2036) .. ... . o i $ 451,070

Maximum Annuaf Debt Service Requirenient of the Bonds and the
Outstanding Bonds (2036) ... . ... .. .. S 473,998

Tax Rate per $100 of Assessed Valuation Required to Pay Average
Annual Debt Service Requirements of the Bonds and the
Outstanding Bonds (2012-2036) at 95% Tax Collections
Based Upon 2010 Assessed Valuation .. ... oo o o $0.49(f)
Based Upon Estimated Valuation at February 1,2010 ... .. .. . . . ..., $0.45(H



Tax Rate per 5100 of Assessed Valualion Required to Pay Maximum
Annual Debt Service Requirement of the Bonds
{2036) at 95% Tax Collections

Based Upon 2010 Assessed Valuation .. ... ... .. ... .. .. o $0.52(H

Based Upon Estimated Valuation at February 1,2010 ., ... ... ... ... ... .., $0.48(H
Number of Single Family Residences (including 2 residences under construction)

asof March 1, 2001 .. 66
Number of Condominium Units asof March 1, 2000 ... ... .. ... ... .. ... . . . it 71

{a) Asoflannary 1,2010. All property located in the Districtis valued on the tax rolis by the Travis Central Appraisal
District {the “Appraisal District”™) at 100% of assessed value as of January | of each year. The District's tax roli
1s certified by the Travis County Appraisal Review Board (the “Appraisal Review Board”). Sce “TAXING

PROCEDURES” and “RISK FACTORS - Factors Affecting Taxable Values and Tax Payments.”

{t)  Provided by the Appraisal District for informational purposes only, this amount is an estimate of the value of all
taxable property located within the District as of February 1,201 1, and includes an estimate of values resulting from
the construction of taxable improvements from January 1, 2010, through January 31, 2011, The value of all taxable
property is certified annually as of January 1 by the Appraisal Review Board. No taxes were levied for 2010 against
any values added since January 1, 2010. The assessed valuation of additions to the District’s tax base from January
1, 2010, through December 31, 2010, which will be reflected on the District’s 2011 tax roll, may vary significantly
from the levels reflected by such estimate of valuc once they are certified on the 2011 tax roll. The assessed
valuation of additions to the District’s tax basc from January 1, 2011, through January 31, 2011, which will be
reflected on the District’s 2012 tax roll, may vary significantly from the levels reflected by such estimate of value

once they are certified on the 2012 tax roll.

{c) Sec“DISTRICTDEBT.” Inaddition to the water supply and distribution, wastewater collection and treatment, and
storm drainage facilitics that the District has financed with portions of the proceeds of the sale of the Outstanding
Bonds and is financing with portions of the proceeds of the sale of the Bonds (sec “THE BONDS - Usc and
Distribution of Bond Procecds” and “THE SYSTEM™), the District cxpects to finance the acquisition or
construction of additional components of the System with portions of the proceeds of the sale of bonds, if any, in

the future. See “THE BONDS - Issuance of Additional Debt” and “RISK FACTORS - Future Debt.”

(d)  Neither Texas law nor the Bond Resolution requires that the District maintain any particular sum in the Debt Service
Fund. Such fund balance gives cffect to the payment by the District of its debt service requirements that were due
March 1, 201 1. The District’s remaining debt service payments for 201 1, which are due on September 1, 2011, total

$221,930. The District’s initial debt service requirements on the Bonds are due on March 1, 2012,

(e) The District has levied a debt service tax for 2010 in the amount of $0.347 per $100 of Assessed Valuation. In
addition, the District has levied a maintenance tax of $0.40 per $100 of Assessed Valuation for 2010, As is
enumcrated in this Official Statement under the caption “TAX DATA - Tax Rate Calculations™ and “R1SK
FACTORS - Maximum Impact on District Tax Rates,” however, the District currently intends to levy a debt service
tax in 2011 of approximately $0.44 per $100 of Assessed Valuation in conncction with the sale of the Bonds, and
22011 maintenance tax of approximately $0.307 per $100 of Assessed Valuation. As is cnumerated in this Official
Statement under the caption “TAX DATA - Estimated Overlapping Taxes,” the aggregate of the tax levies of all
overlapping taxing units which levy taxes upon property located in the District, plus the District’s rate, 15 $2.5647.
Such aggregate levics are higher than the aggregate tax levies of some municipal utility districts in the Austin
metropolitan area, including the area of the Disteict, but are within the range of the aggregate levies of many
municipal utility districts in the Austin metropolitan arca and the arca of the District which arc in stages of
development comparable with the District.  Sce “TAXING PROCEDURES” and “RISK FACTORS - Factors

Affecting Taxable Values and Tax Payments.”



TRAVIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 10
$1,150,000 WATERWORKS AND SEWER SYSTEM COMBINATION
UNLIMITED TAX AND REVENUE BONDS
SERIES 2011

INTRODUCTION

This Official Statement provides certain information with respect to the issuance by Travis County Municipal Utility
District No. 10 {the “District”) of its §1,150,000 Waterworks and Sewer System Combination Unlimited Tax and Revenue

Bonds, Series 2011 (the “Bonds™).

There follow in this Official Statement descriptions of the Bonds, and certain information about the District and its
finances. All descriptions of documents contained herein are only summaries and are qualified in their entirety by
reference to cach such document. Copies of such documents may be obtained from the District upon request and payment
of the costs of duplication thercof.

THE BONDS

General

The following is a description of some of the terms and conditions of the Bends, which description is qualified in its
cntirety by reference to the resolution (the “Bond Resolution™) of the Board of Directors of the District (the “Board™)
authorizing the issuance of the Bonds. A copy of the Bond Resolution may be obtained from the District upon written
request made to the Distriet's Financial Advisor, Rathmann & Associates, L.P'., Four Houston Center, 1331 Lamar, Suite
1050, Houston, Texas 77010,

The $1,150,000 Travis County Municipal Utility District No. 10 Waterworks and Scwer System Combination Unlimited
Tax and Revenue Bonds, Series 201 1, are dated July 1, 2011, Interest accrues from July 1, 2011, and is payable on March
t, 2012 (cight-month interest payment), and on each September | and March 1 (cach an “Interest Payment Date”)
thereafler until the earlicr of stated maturity or redemption. The Bonds arc fully registered bonds maturing on September
| of the years and in the amounts shown under “MATURITY SCHEDULE” on the cover page of this Official Statement.
Principal of the Bonds will be payable by the paying agent/registrar, initially, The Bank of New York Mcllon Trust
Company, N.A., in Dallas, Texas, orany successor paying agent/registrar (the “Paying Agent,” “Registrar™ or the “Paying
Agent/Registrar™).

The Bonds will be registered in the name of Cede & Co., as nominee for The Depository Trust Company, New York, New
York ("DTC™), which will act as sccurities depository for the Bonds. Beneficial owners of the Bonds will not receive
physical certificates representing the Bonds, but will reccive a credit balance on the books of the nominces of such
beneficial owners. So long as Cede & Co. is the registered owner of the Bonds, the principal of and intcrest on the Bonds
will be paid by the Paying Agent dircetly to IYTC, which will, in turn, remit such principal and intercst to its participants
for subsequent disbursement to the beneficial owners of the Bonds as described herein. See “THE BONDS — Book-Entry-
Only System.”

Book-Entry-Only System

The Depository Trust Company (“"DTC”), New York, New York, will act as securitics depository for the Bonds, The
Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or
such other name as may be requested by an authorized representative of DTC. One fully-registered certificate will be
issued for the Bonds, in the aggregate principal amount of such issue, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purposc trust company organized under the New York Bankin
8 P ry purp pany org g

Law, a “banking organization™ within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing
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agency” registered pursuant to the provisions of Scction 17A of the Sccurities Exchange Act of 1934, DTC holds and
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issucs, corporate and municipal debt
issues, and money market instruments {from over 100 countries) that DTC’s participants {“Direct Participants™) deposit
with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securitics
transactions in deposited sccuritics, through clectronic computerized book-entry transfers and pledges between Direct
Participants’ accounts. This climinates the nced for physical movement of securitics certificates. Direct Participants
include both U.S. and non-U.S. sccurities brokers and dealers, banks, trust companics, clearing companies, and certain
ather organizations. DTC is a wholly-owncd subsidiary of The Depository Trust & Clearing Corporation (“DTCC™).
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which arc registered clearing ageneies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U 8. securitics brokcrs and dealers, banks,
trust companies, and clearing companties that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indircet Participants™). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules
applicable to its Participants arc on file with the Sceuritics and Exchange Commission. More information about DTC can
be found at www dtce.com and www . dtc.org,

Purchascs of Bonds under the DTC system must be made by or through Dircet Participants, which will receive a credit
for the Bonds on DTC's records. The ownership interest of each actual purchaser of each Bond (“Beneficial Owner™) is
in turn to be recorded on the Direct and Indircet Participants’ records. Bencficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction as well as periodic statements of their holdings, from the Direct or Indireet Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership intcrests in the Bonds are 1o
be accomplished by entrics made on the books of Dircet and Indirect Participants acting on behalf of Beneficial Owners,
Beneficial Owners will not receive certificates representing their ownership interests in Bonds, cxcept in the cvent that
use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with D'T'C are vegistered in the name of
DTC’s partnership nomince, Cede & Co., or such other namie as may be requested by an authorized representative of
DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee do
not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
DTC’s records reflect only the identity of the Dircct Participants to whosc accounts such Bonds are credited, which may
or may not be the Beneficial Owners. The Dircct and Indirect Participants will remain responsible for keeping account
of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants 1o Indirect
Participants, and by Direct Participants and Indircct Participants te Beneficial Owners will be governed by arrangements
among them, subject to any statutory or regulatory requirements as may be m cffect from time to time. Beneficial Owners
of Bonds may wish to takc certain steps to augment the transmission to them of notices of significant events with respect
to the Bonds, such as redemptions, tendcrs, defaults, and proposed amendments to the Bond documents. For example,
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has agreed to
obtain and transmit notices to Beneficial Owners, In the alternative, Beneficial Owners may wish to provide their names
and addresses to the Registrar and request that copics of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being redeemed, DTC's practice
is to determine by lot the amound of the interest of cach Direct Participant in such issue to be redeemed.

Payments on the Bonds will be made to Cede & Co., or such other nomince as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detail information from the District or Paying Agent, on payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or
registered in “street name,” and will be the responsibility of such Participant and not of DTC, Paying Agent, or the
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District, subject to any statutory or regulatory requircments as may be in effect from time to time. Paymient to Cede &
Co. (or such other nominec as may be requested by an authonzed representative of DTC) is the responsibility of the
District or Paying Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Bencficial Owners will be the responsibility of Dircct and Indircet Participants,

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving reasonable
natice to the District or Paying Agent. Under such circumstances, in the event thata successor depository is not obtained,
Bond certificates are required to be printed and delivered.

The District may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securitics
depository). In that cvent, Bond certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that the
Diistrict belicves to be reliable, but the District takes no responsibility for the accuracy thereof.

Use of Certain Terms in Other Scetions of this Official Statement

In reading this Official Statement it should be understood that while the Bonds are in the Book-Entry-Only System,
references in other sections of this Official Statement to registered owners should be read to include the person for which
the Participant acquires an interest in the Bonds, but (i) all rights of ownership must be exercised through DTC and the
Book-Entry-Only System, and (ii) except as described above, notices that arc to be given to registercd owners under the
Order will be given only to DTC.

Record Date

The record date for payment of the interest on any regularly scheduled Interest Payment Date is defined in the Bond
Resolution as the 15th day of the month (whether or not a business day) preceding such Interest Payment Date.

Assignments, Transfers and Exchanges

In the event the book-entry-only system is discontinued, the Bonds may be transferred, registered and assigned only on
the registration books of the Registrar, and such registration and transfer shall be without expense or service charge to
the Registered Owner, cxcept for any tax or other governmental charges required to be paid with respect to such
registration and transfer. A Bond may be assigned by the execution of an assigiiment form on the Bonds or by other
instrument of transfer and assignment acceptable to the Registrar. At any time after the date of delivery of the Bonds to
the Initial Purchaser (the “Initial Delivery™), any Bond may be transferred or exchanged upon its presentment and
surrcnder at the office of the Registrar, duly endorsed for transfer or accompanied by an assignment duly exccuted by the
Registered Owner. To the extent possible, new Bonds issued in an exchange or transfer of Bonds will be delivered to the
Registered Owner or assignee of the owner in not more than three business days after the receipt of the request in proper
form to transfer or exchange the Bonds. New Bonds registered and delivered in an exchange or transfer shall be in
denominations of $5,000 or any integral multiple thercof for any one maturity and for a like aggregate principal amount
as the Bond or Bonds surrendered for exchange or transfer. Neither the District nor the Registrar is required (1) to transfer
or cxchange any Bond during a period beginning at the opening of business on a Record Date and ending at the close of
business on the next succecding interest payment daie, or (2) to transfer or exchange any Bond selected for redemption
in whole or in part within thirty (30) calendar days of the redemption date. The District has agreed to replace mutilated,
destroyed, lost or stolen Bonds upon surrender of the mutilated Bonds, on receipt of satisfactory evidence of such
destruction, loss or theft and receipt by the District and the Registrar of security or indemnity to keep them harmiess. The
District will require payment of taxes, governmenta! charges and other expenses in connection with any such replacement.



Redemption Provisions

Bonds maturing on September 1, 2019, and thercafter shall be subject to redemption and payment at the option of the
District, in whole or from time to time in part, on Scptember 1, 2018, or on any date thereafter, at a price equal to the
principal amount thereof plus accrued interest to the date fixed for redemption. Notice of the exercise of the reserved right
of redemption will be given at least thirty (30) days prior to the redemption date by sending such notice by first class mail
to the Registered Owner of cach Bond to be redeemed in whole or in part at the address shown on the bond register, If
fewer than all of the Bonds are redecmed at any time, the particular maturity or maturitics and amounts to be redeemed
shall be sclected by the District. If fewer than all of the Bonds within a maturity are to be redecimed, the Registrar shall
designate by method of random selection the Bonds within such maturity to be redeemed {(or by DTC in accordance with
its proccdures while the Bonds arc in book-entry-only form). The Registered Owner of any Bond, all or a portion of
which has been called for redemption, shall be required to present same to the Registrar for payment of the redemption
price on the portion of the Bonds so called for redemption and issuance of a new Bond in the principal amount equal to
the portion of such Bond not redeemed.

Replacement of Registrar

Provision is made in the Bond Resolution for replacement of the Registrar. If the Registrar is replaced by the District, the
new paying agent/registrar shall act in the same capacity as the previous Registrar. In order to act as Registrar for the
Bonds, any paying agent/registrar sclected by the District shall be a national or state banking institution, organized and
doing business under the laws of the United States of America or of any State, authorized under such laws to exercisc trust
powecrs, and subject to supervision or examination by federal or state authority.

Authority for Issuance

At an clection held within the District on September 14, 2002, voters of the District authorized a total of $20,300,000 in
combination unlimited tax and revenue bonds for the purpose of acquiring or constructing water, sanitary sewer and
drainage facilities and $13,200,000 for refunding purposcs. The Bonds constitute the third issuance of bonds from such
authorization. The District has previously issued $1,920,000 Waterworks and Sewer System Combination Unlimited Tax
and Revenuce Bonds, Scries 2004 (the “Serics 2004 Bonds™), 51,685,000 of which are currently owtstanding, and
$3,570,000 Waterworks and Sewer System combination Unlimited Tax and Revenue Bonds, Series 2010 (the “Series
2010 Bonds™), all of which arc currently outstanding (collectively, the “Outstanding Bonds”). After sale of the Bonds,
a total of $13,660,0600 in principal amount of unlimited tax and revenue bonds for facilitics and $13,200,000 for refunding
purposes will remain authorized but unissued. The Bonds are issucd by the District pursuant to the terms and provisions
of the Bond Resolution; Article XVI, Section 59 of the Texas Constitution; Chapters 49 and 54 of the Texas Water Code,
as amended; and an order of the TCEQ.

Source of Payment

The Outstanding Bonds and the Bonds are payable from the proceeds of an annual ad valorem tax, without legal limitation
as to rate or amount, levied against all taxable property located within the District. The OQutstanding Bonds and the Bonds
are additionally payable from and secured by a pledge of and lien on the Net Revenues (as defined in the Bond Resolution
as all income that is derived from the ownership and operation of the District’s System as the same is purchased,
constructed or otherwise acquired, which remains after deducting the operation and maintenance expenses of the System,
but not including income derived from contracts that is pledged for payment of any special project bonds that may be
issued), if any, derived by the District from the operation of the District's System to the extent and upon the conditions
described more fully in the Bond Resolution, The System is not expected to produce sufficient Net Revenuces to make
significant contributions, if any, to future debt service payments. See “TAX DATA - Tax Rate Caleulations,” “RISK
FACTORS - Maximum Impact on District Tax Rates™ and - “Production of Net Revenues,” and “APPENDIX B -

ANNUAL FINANCIAL REPORT.”

19



in the Bond Resolution, the District covenants to levy a sufficient tax to pay principal of and interest on the Bonds, with
full allowance being made for delinquencies, costs of collections, Registrar fees and Appraisal District fees. Tax proceeds,
alter deduction for collection costs, will be placed in the Debt Service Fund and used solely to pay principal of and interest
on the Bonds, the Outstanding Bonds and on additional bonds payable from taxes which may hereafter be issued, and
Registrar fees.

The Bonds are obligations of the District and are not the obligations of the State of Texas, Travis County, the City of
Austin, the City of Lago Vista, or any cntity other than the District,

Issuance of Additional Debt

The District may issue additional bonds with the approval of the TCEQ, necessary to provide improvements and facilitics
consistent with the purposes for which the District was created. The District’s voters have authorized the issuance of
$20,300,000 combination unlimited tax and revenuge bonds for construction of water supply and distribution, wastcwater
collection and treatment, and storm drainage facilities (the “System”), and could authorize additional amounts. Following
the issuance of the Bonds, $13,660,000 unlimited tax and revenue bonds will remain authorized but unissued. The
District's voters also have authorized $13,200,000 in unlimited tax and revenue bonds for refunding purposes, all of which
remains authorized and unissued. The Bond Resolution imposes no limitation on the amount of additional parity bonds
which may be issucd by the District (if authorized by the District’s voters and approved by the Board and the TCEQ).

Bascd on present engineering cost estimates, in the opinion of the District's consulting engineer, Jones & Carter, Inc. (the
“Engineer”}, the $13,660,000 authorized but unissued bonds will be adequate to finance the extension of water supply
and distribution, wastewater collection and treatment and storm drainage facilitics and scrvices to serve all of the
remaining undeveloped portiens of the District.  See "DEVELOPMENT OF THE DISTRICT,” “FUTURE
DEVELOPMENT,” and “THE SYSTEM.”

In addition to the water supply and distribution, wastewater collection and treatment and storm drainage facilitics that the
District has financed with portions of the proceeds of the sale of the Outstanding Bonds and is financing with portions
of the proceeds of the sale of the Bonds (sec “~ Usc and Distribution of Bond Proceeds™ and “THE SYSTEM”™), the
District expects to finance the acquisition or construction of additional components of the System with portions of the
proceeds of the sale of bonds, if any, in the future. Sce “RISK FACTORS - Fulure Debt.”

Under certain circumstances the District also is authorized {o construct, develop and maintain park and recreational
facilities and to construct roads. An election to authorize such bonds would be required. It is not anticipated at this time
that the District will participate in park or road activitics.

No Arbitrage

The District certifies that based upon all facts and estimates now known or reasonably cxpected to be in existence on the
date the Bonds are delivered and paid for, the District reasonably cxpects that the proceeds of the Bonds will not be used
in a manner that would cause the Bonds, or any portion of the Bonds, to be “arbitrage bonds™ under the Internal Revenue
Code of 1986, as amended (the *Code™), and the regulations prescribed thercunder. Furthermore, alt officers, employces
and agents of the District have been authorized and directed to provide certifications of facts and cstimates that arc
material to the reasonable expectations of the District as of the date the Bends are delivered and paid for. In particular,
all or any officers of the District are authorized to certify to the facts and circumstances and reasonable expectations of
the District on the date the Bonds are delivered and paid for regarding the amount and use of the procceds of the Bonds.
Moreover, the District covenants that it shall make such use of the proceeds of the Bonds, regulate investment of procecds
of the Bonds and take such other and further actions and follow such procedures, including, without limitation, calculating
the yicld on the Bonds, as may be required so that the Bonds shall not become “arbitrage bonds” under the Code and the
regulations prescribed from time to time thercunder.

20



Annexation

A portion of the District currently lies within the extraterritorial jurisdiction (“ETI”) of the City of Austin, Texas
(“Austin”). The remainder of the District lics within the ETJ of the City of Lago Vista, Texas (“Lago Vista™). Since the
District was originally created within the ETJ of Austin, the District must conform to an Austin ordinance consenting to
the creation of the District.

Under existing Texas Law, when a district lics within two ETJs, the district can be dissolved by agreement of the two
cities without the District’s consent, but only if both ¢ities annex all ol the portions of the district within their respective
ETJs. The agreenmient between the cities must provide for the pro rata distribution between the citics of the property and
other assets of the district and for the pro rata assumption by the citics of all debts, liabilities, and obligations (including
the Bonds) of the district.

Austin and Lago Vista entered into an Interlocal Cooperation Agrecment dated April 15, 2004 (the “Austin-Lago Vista
Agreement”), which scts forth the framework for the transference of property within the ETJ of Austin to the ETJ of Lago
Vista. The Austin-Lago Vista Agreement contemplates that such transference of ETJ would take place in phases over
a period of ycars. The portion of the Disirict that lies within the ETJ of Lage Vista was transferred pursuant to the Austin-
Lago Vista Agrcement. The further transfercnce of ETJ from Awustin lo Lago Vista is a policy-making matter within the
discretion of the Mayor and the City Council of Austin and the Mayor and City Council of Lago Vista. Additionally,
certain detailed procedures, as set forth in the Austin-Lago Vista Agreement, must be followed 1o accomplish such
transference of ETJ. Therefore, the District makes no representation that all of the ETJ of the District will ever be
transferred from Austin to Lago Vista.

If the ETJ of the District is entirely transferred to Lago Vista, the District may be annexed by Lago Vista without the
District’s consent. [f'the District is annexed under such circumstances, Lago Vista would assume the District’s assets and
obligations (including the Bonds) and dissolve the District within ninety {90) days, except as provided below under
“Stratcgic Partnership.”

Annexation of territory by Austin or Lage Vista is a policy-making matter within the discretion of the Mayor and City
Council of Austin and the Mayor and City Council of Lago Vista, and therefore, the District makes no representation that
Austin or Lago Vista will ever annex the District and assume its debt, nor does the District make any representation
concerning the ability of Austin or Lago Vista to pay debt service on the District’s bonds if annexation were to occur.

Strategic Partnership

The District is authorized to enter inlo a stratcgic partnership agreement with a city to provide the terms and conditions
under which the scrvices would be provided and funded by the partics and under which the District would continue to
exist for an cxtended period if the land within the District were 1o be annexed for full or limited purposes by that city.

The terms of any such agreement would be determined by a city and the District, and could provide for the conversion
of a limited purposc annexation to a general purpose annexation within ten years, or the payment of a fee in licu of
annexation to be derived from residential property within the District based on the costs of providing municipal scrvices
to the District. No strategic partnership agreement is currently contemplated between the District and either Austin or
Lago Vista, although no representation can be made regarding the future likelihood of an agreement or the terms thereof,

Consolidation

A district (such as the District) has the legal autherity to consolidate with other districts and, in connection therewith, to
provide for the consolidation of its asscts, such as cash and the utility system, with the water and wastewater systems of
distriets with which it is consolidating as well as its Habilities (which would include the Outstanding Bonds and the
Bonds). No representation is made concerning the likelihood of consolidation.
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Registered Owners' Remedies

Pursuant to Texas law, the Bond Resolution provides that, in the event the District defaults in the payment of the principal
of or interest on any of the Bonds when due, fails to make payments required by the Bond Resolution into the Debt
Service Fund, or defaults in the observance or performance of any of the other covenants, conditions or obligations sct
forth in the Bond Resolution, any Registered Owner shall be entitled to seck a writ of mandamus from a court of
competent jurisdiction compelling and requiring the District to make such payments or to observe and perform such
covenants, obligations or conditions. Such right is in addition to other rights the Registered Owners may be provided by
the laws of the Statc of Texas.

In the event of default in the payment of principal of or interest on the Bonds, the Registered Owners may seck a writ of
mandamus requiting the District to levy adequate taxes to make such payments. Except for the remedy of mandamus,
the Bond Resolution does not specifically provide for remedies to a Registered Owner in the event of a District default,
nor does it provide for the appointment of a trustec to protect and enforce the interests of the Registered Owners. There
is no acceleration of maturity of the Bonds in the event of default and, consequently, the remedy of mandamus may have
to be relied upon from year to year. Even if the Registered Owners could obtain a judgment against the District, such a
judgment could not be enforced by dircct levy and execution against the District's property. Further, the Registered
Owners cannot themselves foreclose on the property of the District or sell property within the District in order to pay the
principal of or intercst on the Bonds. Certain traditional legal remedics also may not be available. The enforccability of
the rights and remedics of the Registered Owners may be further limited by laws relating to bankruptcy, reorganization
or other similar laws of general application affecting the rights of creditors of political subdivisions such as the District.
For cxample, a Chapter 9 bankruptey procecding by the District could delay or eliminate payment of principal or interest
to the Registered Owners. Sce “Bankruptcy Limitation to Registered Owners' Rights” below.

Bankruptey Limitation to Registered Owners' Rights

The enforceability of the rights and remedies of the Registered Owners may be limited by laws relating to bankrupicy,
reorganization or other similar laws of gencral application affecting the rights of creditors of political subdivisions such
as the District. Subjcct to the requirements of Texas law, the District may voluntarily proceed under Chapter 9 of the
Federal Bankruptcy Code, 11 U.S.C. 901-946, if the District: (1) is generally authorized to file for federal bankruptcy
protcction by State law; (2) is insolvent or unable to meet its debts as they mature; (3) desires to cffect a plan to adjust
such debts; and (4) has either obtained the agreement of or negotiated in good faith with its creditors or is unable to
negotiate with its creditors because negotiation is impracticable. Under Texas law, a municipal utility district such as the
District must obtain the approval of the TCEQ prior to filing for bankruptcy. The TCEQ must investigate the financial
condition of the District and will authorize the District to procced onty if the TCEQ determincs that the District has fully
excrcised its rights and powers under Texas law and remains unable to meet its debts and other obligations as they mature.

If the District decides in the future to proceed voluntarily under the Federal Bankruptey Code, the District would develop
and file a plan for the adjustment of its debis and the Bankruptey Court would confirm the District's plan ifs (1) the plan
complies with the applicable provisions of the Federal Bankruptcy Codc; (2) all payments to be made in connection with
the plan arc fully disclosed and reasonable; (3) the District is not prohibited by law from taking any action nccessary to
carry out the plan; (4) administrative expensces are paid in full; and (5) the plan is in the best interests of creditors and is
feasible. If such a plan were confirmed by the bankruptey court, it could, among other things, affect a Registered Owner
by reducing or climinating the amount of indebtedness, deferring or rcarranging the debt service schedule, reducing or
eliminating the intercst rate, modifying or abrogating collateral or security arrangements, substituting (in whole or in part)
other securities, and otherwise compromising and modifying the rights and remedics of such Registered Owner's claim

against the District.

The District may not be placed in bankruptey involuntarily.
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Ecgal Investment and Eligibility to Sccure Public Funds in Texas
The following is quoted from Section 49,186 of the Texas Water Code, and is applicable to the District:

“{a) All bonds, notes, and other obligations issucd by a district shall be legal and authorized investments for all
banks, trust companics, building and loan associations, savings and loan associations, insurance companics of all kinds
and types, fiduciaries, and trustecs, and for all intercst and sinking funds and other public funds of the state, and all
agencics, subdivisions, and instrumentalitics of the statc, including all countics, cities, towns, villages, school districts,
and all other kinds and types of districts, public agencics, and bodies pohitic.

“(b) A district's bonds, notes, and other obligations arc eligible and lawful security for all deposits of public funds
of the state, and all agencies, subdivisions, and instrumentalitics of (he state, including all counties, citics, towns,
villages, school districts, and all other kinds and types of districts, public agencices, and bodies politic, to the extent of
the market value of the bonds, notes, and other obligations when accompanied by any unmatured interest coupons
attached to them.”

The Public Funds Collateral Act (Chapter 2257, Texas Government Codc) also provides that bonds of the District
(including the Bonds) are cligible as collateral for public funds.

No representation is made that the Bonds will be suitable for or acceptable to financial or public entities for investment
or collateral purposes. No representation is made concerning other laws, rules, regulations or investment criteria which
apply to or which might be wtilized by any of such persons or entities to limit the acceptability or suitability of the Bonds
for any of the forcgoing purposes. Prospective purchasers arc urged to carcfully evaluate the investment quality of the
Bonds as to the suitability or acceptability of the Bonds for investment or collateral purposcs.

Defeasance

The Bond Resolution provides that the District may discharge its obligations to the Registered Owners of any or all of
the Bonds to pay principal, interest and redemption price thereon in any manner permitted by law. Under current Texas
law, such discharge may be accomplished cither (i) by depositing with the Comptroller of Public Accounts of the State
of Texas a swn of money equal to the principal of, premium, if any, and all interest to accruc on the Bonds to maturity
or redemption or {ii) by depositing with any place of payment (paying agent) of the Bonds or other obligations of the
District payable from revenues or from ad valorem taxes or both or with a trust company or commercial bank designated
in the proceedings authorizing such discharge, amounts sufficient to provide for the payment and/or redemption of the
Bonds; provided that such deposits may be invested and reinvested only in (a) direct non-caliable obligations of the
United States of America, including obligations that are unconditionally guaranteed by the United States of America,
{b) non-callable obligations of an agency or instrumentality of the United States, including obligations that arc
unconditionally guaranteed or insurcd by the agency or instrumentality and that, on the date the governing body of the
District adopts or approves the procecdings authorizing the issuance of refunding bonds, arc rated as to investment
quality by a nationally rccognized investment rating firm not less than AAA or its equivalent, and (¢) non-callable
obligations of a state or an agency or a county, municipality, or other political subdivision of a state that have been
refunded and that, on (he date the governing body of the District adopts or approves the proceedings authorizing the
issuance of refunding bonds, are rated as to investment quality by a nationally recognized investment rating firm not less
than AAA or its equivalent. The foregoing obligations may be in book entry form and shall mature and/or bear interest
payable at such times and in such amounts as will be sufficient to provide for the scheduled payment and/or redemption
of the Bonds. 1f any of such Bonds arc to be redeemed prior to their respective dates of maturity, provision must have
been made for giving notice of redemption as provided in the Bond Resolution.

Upon such depesit as described above, such Bonds shall no lenger be regarded as outstanding or unpaid. Afier firm
banking and financial arrangements for the discharge and final payment or redemption of the Bonds have been made as
described above, all rights of the District to initiate proceedings to call the Bonds for redemiption or take any other action
amenching the terms of the Bonds are cxtinguished; provided, however, that the right to catl the Bonds for redemption
is not extinguished if the District: (i) in the proceedings providing for the firm banking and financial arrangements,
expressly reserves the right to call the Bonds for redemption; (i) gives notice of the reservation of that right to the
owners of the Bonds immediately following the making of the {irm banking and financial arrangements; and (iii) directs
that notice of the reservation be included in any redemption notices that it authorizes,
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There is no assurance that the current taw will not be changed in the future in a manner which would permit investments
other than those described above to be made with amounts deposited to defease the Bonds. Because the Bond Resolution
docs not contractually limit such investments, Registercd Owners may be deemed to have consented to defeasance with
such other investments, notwithstanding the fact that such investments may not be of the same investment quality of
those currently permitied under Texas law.

Use and Distribution of Bond Proceeds

Proceeds of the sale of the Bonds will be used by the District to (i) finance {a) water, wastewater and drainage facilities
and Lift Station No. 3 to scrve Watcrford on Lake Travis, Section 4A, and (b) land costs for lift station facilities and
water quality ponds; (ii} pay engineering fees associated with such construction projects; (1) pay interest on advances
that have been made on the District’s behalf; and (iv) pay for administrative costs, legal fecs, fiscal agent's fees, a fee
to the TCEQ and the Attorncy General of Texas, and certain financing costs related to the issuance of the Bonds.

Construction Costs

A,  Developer Contribution Items (a)

1.

Waterford on Lake Travis, Section 4A
Water, Wastewater and Drainage

Engineering for [tem |

Total Developer Contribution [tems

District ltems

L

Land Costs for Lift Station Facilitics
and Water Quality Ponds

Total District Items

TOTAL CONSTRUCTION COSTS

Non-construction Costs

Legal Fees

Fiscal Agent Fecs
Developer Interest (b)
Bond Discount

Bond Issuance Expenses
Bond Application Report
Attorney General Fee

TCEQ Bond Issuance Fee

District’s Share

§ 742,540

78,768

$ 821,308

$  11.007
$ 11,007

S 832315

$ 34,500
23,000
120,072
34,500
31,588
70,000
1,150

2,875
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9. Contingency (c) —_— 0

TOTAL NON-CONSTRUCTION COSTS $ 317,685
TOTAL BOND ISSUE REQUIREMENT $1,150,000

(a)  The niles of the TCEQ require in certain instances that developers within a district subject to the jurisdiction of
the TCEQ coniribute to the construction program of such district an amount of money equal to thirty percent
(30%) of the construction costs of certain water, sewer and drainage facilities in that district.  The District
requested an exemption from such developer participation requirement with respect to certain facilities being
financed with portions of the proceeds of the sale of the Bonds on the basis of one of the eriteria under TCEQ
rules for such exemption. The TCEQ granted the request for such exemption in its Order authorizing the District
to issue the Bonds.

(b)  Representsinterest owed to the Developer on advances made on the District's behal{ by the Developer. The actual
amount of interest owed will be calculated at the lesser of (i) the net effective intercst rate borne by the Bonds or
(i1) the mterest rate at which the Developer has borrowed funds.

(¢)  The TCEQ directed that any surplus funds resulting from the sale of bonds at a lowcer interest rate than proposed
shall be shown as a contingency line item. The usc of these funds is subject to approval by the TCEQ.

In the instance that approved estimated amounts exceed actual costs, the difference comprises a surplus which may be
expended for uses approved by the TCEQ. In the instance that actual costs cxceed previously approved cstimated
amounts and contingencies, additional TCEQ approval and the issvance of additional bonds may be required. The
Engincer has advised the District that the proceeds of the sale of the Bonds should be sufficient to cover the costs of the
above-described facilities. However, the District cannot and docs not guarantee the sufficiency of such funds for such
purposes.

THE DISTRICT

General

The District is a municipal utility district created by an order of the Texas Water Commission (now the Texas
Commission on Environmental Quality (the “TCEQ™), dated May 17, 1989, under Article XVI, Scction 59 of the Texas
Constitution, and operates under the provisions of Chapter 49 and Chapter 54 of the Texas Water Code, as amended,
and other general statutes of Texas applicable to municipal utility districts, The District, which currently lies partially
within the ETJ of Austin, and partially within the ETJ of Lago Vista, is subject to the continuing supervisory jurisdiction
of the TCEQ.

The District is cmpowered, among other things, to finance, purchase, construct, operate and maintain all works,
improvements, facilities and plants necessary for the supply and distribution of water; the collection, transportation and
trecatment of wastewater; and the control and diversion of storm water, The District may isstie bonds and other forms
ofindebtedness to purchase or construct such facilities. The District may also provide solid waste disposal and collection
services. The Districtis also empowered to establish, operate and maintain fire-fighting facilitics, independently or with
onc or more conservation and reclamation districts, after approval by the TCEQ and the volters of the District.

For as long as the District lies within the ET! of Austin, the District is required to observe certain requirements of Austin
which limit the purposes for which the District may sell bonds to the acquisition, construction, and improvement of
waterworks, wastewater, and drainage facilities and the refunding of outstanding debt obligations; limit the net effective
interest rate on such bonds and other terms of such bonds; require municipal approval of District construction plans; and
permit connections only to lots and reserves described in a plat that has been given municipal approval and filed in the
real property records of Travis County. Construction and operation of the District's drainage system is subject to the
regulatory jurisdiction of additional State of Texas and local agencies. Se¢ “THE SYSTEM.”
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Austin and Lago Vista entered into the Austin - Lago Vista Agreement pursuant to which Austin delegated certain urban
planning and subdivision development regulation to Lago Vista. Consequently, subdivision plats and the plans and
specifications for roads and District utilitics are to be reviewed and approved by Lago Vista, not Austin. The Lago Vista
Agreement also sets forth the framework for the eventual transference of the property currently within the ETJ of Austin
to the ETJ of Lago Vista. Scc “THE BONDS - Annexation,”

Description

The District contains approximately 589.771 acres of land. The District is located entirely within Travis County, Texas,
and within the ETJs of Austin and Lago Vista, Sec “THE BONDS - Annexation” and “THE DISTRICT - General™).
The District is located on Lake Travis, approximately 26 miles northwest of the central business district of Austin, and
approximatcly 5 miles south of the interscction of Lohmans Ford Road and FM 1431. The entsance to the District is
located on Lohmans Ford Road, approximately 5 miles south of the City of Lago Vista. The District lics wholly within
the Lago Vista Independent School District. See “APPENDIX A - LOCATION MAP.”

Management of the District

The District is governed by the Board of Dircctors, consisting of five directors. The Board of Directors has control over
and management supervision of all affairs of the District. Directors serve four-year staggered terms, and elections are
held within the Districtin May in even numbered years. The current members and officers of the Board, along with their
respective terms of office, are listed below. All of the Directors currently reside within the District.

Term Expires

Name : Position in May
Harvey Reiter President 2014
Jerry McAhren Vigce President 2014
Robert Ernst ) Assistant Vice President 2012
Jack McMahon Sccretary 2012
Vance Taylor Assistant Secretary 2012

The District does not have a gencral manager or any other employce, but has contracted for services, as follows.

Tax Assessor/Collector - The District has engaged Thomas W. Lee of Assessments of the Southwest, Inc., as the
District’s Tax Assessor/Collector. According to Mr. Lee, he presently serves approximately 138 taxing units as tax
assessor/collector. The Tax Assessor/Collector applies the District's tax levy to tax rolls prepared by the Travis Central
Appraisal District and bills and collects such levy.

Consulting Engineers - The District has employed the firm of Jones & Carter, Inc., as Consulting Engincer in
connection with the overall planning activitics and the design and construction of the System.

Bookkeeper - The District has engaged Myrtle Criz, Inc. as the District's Bookkeeper. According to Mystle Cruz,
Inc., it currently serves approximately 300 districts as bookkeeper.

Auditor - The District's auditor for the fiscal year ended September 30, 2010, is MeCall Gibson Swedlund Barfoot
PLLC, Certificd Public Accountants, Houston, Texas. A copy of the District's Annual Financial Report for the fiscal
year ended September 30, 2010, preparcd by McCall Gibson Swedlund Barfoot PLLC is reproduced as “APPENDIX
B to this Official Statement,
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Opcrator - AWR Services, Inc. Is the general operator of the District's System. According to AWR Services, Inc.,
it is currently employed as operator for 10 utility districts.

Bond Counsel and General Counsel - Allen Boone Humphrics Robinson LLP, Houston, Texas ("Bond Counsel™)
scrves as Bond Counsel to the District. The fee to be paid Bond Counsel for services rendered in ¢onnection with the
issuance of the Bonds is contingent upon the sale and delivery of the Bonds. In addition, Allen Boone Humphrics
Robinson LLP serves as general counsel to the District on matters other than the issuance of bonds.

Disclosure Counsel - McCall, Parkhurst & Horton L.L.P., Dallas, Texas, scrves as Disclosure Counsel to the
District. The fee to be paid Disclosure Counsel for services rendered in connection with the issuance of the Bonds is
cortingent on the issuance, sale and delivery of the Bonds,

Financial Advisor - The District has engaged Rathmann & Associates, L.P. as financial advisor (the “Financial
Advisor”) to the District. The fee to be paid the Financial Advisor for services rendered in conneetion with the issuance
of the Bonds is based on a percentage of the Bonds actually issued and sold. Thercefore, the payment of such fee is
cantingent vpon the sale and delivery of the Bonds.

DEVELOPMENT AND HOME CONSTRUCTION

As of March 1, 2011, the District contained a total of 66 single-family homes (including 2 homes under construction),
an 80-slip marina and parking lot plus the completed 71-unit Waterstone Condominiums on Lake Travis. Single-family
homes that have been constructed in the Diistrict range from approximately 2,500 to 12,000 squarc feet of living arca and
in valuation from approximately $600,000 to $5,000,000. The Waterstone Condominiums on Lake Travis range in size
from approximately 1,422 to 1,915 squarc feet of living arca and in sales price from approximately $245,000 to
$469,000.

According to the District's Engincer, underground water supply and distribution, wastewater collcction and treatment,
and storm drainage/detention facilities (the “System”) and strect paving have been completed to serve 212 single-family
residential fots and the 71-unit Waterstone Condominiwms on Lake Travis as follows: (i) approximately 49.3 acres have
been developed as Waterford on Lake Travis, Scction 1, consisting of 54 single-family residential lots, (ii) approximately
20.1 acres have been developed as Waterford on Lake Travis, Scetion 2, consisting of 28 single-family residential lots,
(iii} approximately 26.3 acres have been developed as Waterford on Lake Travis, Scction 3, consisting of 30 single-
family residential lots; {iv) approximately 11.7 acres have been developed as Waterford on Lake Travis, Section 3D,
counsisting of 10 single-family residential lots, (v) approximately 44.6 acres have been developed as Waterford on Lake
Travis, Section 4A, consisting of 62 single-family residential lots plus an R0-slip marina and parking lot; (vi)
approximately 28.9 acres have been developed as Waterford on Lake Travis, Scction 6, consisting of 25 single-family
residential lots, (vii) approximately 25.0 acres have been developed as Walerford on Lake Travis, Scction 7, consisting
of the 71-unit Waterstonc Condominiums on Lake Travis, and (viii) approximately 1.0 acre has been developed as 3
single-family residential lots. The balance of the land located in the District consists of approximatcly 113.4 currently
undeveloped acres which are available for future development, and approximately 288.9 acres which that are not
available for future development, including District water plant and wastewater treatment plant sites, street rights-of-way,
parks, recreational and open spaces, and permancnt flood plain acreage (some of which approximately 288.9 acres lics
within the platted area of certain of the aforementioned subdivisions).

Waterstone Development, L.P. (“WD™) (sce “DEVELOPER AND OTHER PRINCIPAL LAND OWNERS” below),
the initial developer of the Waterstone Condominiums on Lake Travis, conveyed 52 of such condominiums and CDDR
Properties, LLC sold 8 of such condominiums to HW Waterstone, L.P. (“HW”) in August 2010. HW has sold | of such
units, and has contracted to scll 2 additional units. The District cannot predict whether the sale of the two units that are
under contract will be consummated. Including the aforementioned unit that HW has sold, a total of 12 of such
condominium units have been sold since the April 2009 completion of the project. HW is marketing the remaining 57
condominium units for sale to prospective purchasers.
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In September 2004, Waterford LT Partners, L.P. (“Walcrford Partners™) (see “DEVELOPER AND OTHER PRINCIPAL
LAND OWNERS” below) acquired a total of approximately 474.2 acres of land, approximately 324.6 acres of which
are tocated within the District, from the original developer of the District threugh foreclosure, The original developer
had developed Waterford on Lake Travis, Sections | and 2, consisting of approximately 69.4 acres, 82 single-family
residential [ots, and conveyed all 82 lots located in Waterford on Lake Travis, Sections 1 and 2 to custom home builders
that have constructed homes for sale to purchasers, or to individual lot purchascrs some of whom have retained third
party builders to construct homes for them and some of whom continug (o hold such lots for future construction or sale,

Approximately 239.0 of such total of approximately 324.6 acres located within the District are developable, and the
balance thereof is not developable as is described above. Waterford Partners completed the development of Waterford
on Lake Travis, Section 3 (approximately 26.3 acres, 30 single-family residential lots) in May 2007, and has sold 25 of
such 30 lots to custom home builders that have constructed homes for sale to purchasers, or to individual lot purchasers
soime of whom have retained third party builders to construct homes for them and some of whom continue to hold such
lots for future construction or sale. Waterford Partners substantially completed the development of Waterford on Lake
Travis, Section 4A (approximately 44.6 acres, 62 single-farnily residential lots plus an 80-slip marina and parking lot)
in October 2008, and has soltd 11 of such 62 lots to custom home builders, or to individual lot purchasers. Waterford
Partners complcted the development of Waterford on Lake Travis, Scetion 6 (approximately 28.9 acres, 25 single-family
residential lots) in Aprik 2008, and has sold 19 of such 25 lots to custom home builders that have constructed homes for
sale to purchasers, or to individual lot purchasers some of whom have retained third party builders to construct homes
for them and some of whem continue to hold such lots for future construction or sale,

in 2005 Waterford Partners sold approximately 25 acres { Waterford on Lake Travis, Section 7) located within the District
to Waterstone Development, L.P. (“WD”) which completed the devetopment of the aforementioned 71-unit Waterstone
Condominiums on Lake Travis thercon.

Waterford Partners owns a total of approximately 70.1 acres of currently undeveloped land located within the District
that it expects to develop as approximately 46 future single-family residential lots. Approximately 43.3 acres located
within the District (future Waterford on Lake Travis, Scction 5 - 31 future single-family residential lots) are owned by
HA Waterford Investors, LP (“"HA™). Neither Waterford Partners nor HA is under any obligation to the District to
undertake the development of any currently undeveloped portion of the District according to any particular timetable
or at all, and thus the District cannot represent whether, or when, the development of any of such currently undeveloped
acres might occur. Sec “DEVELOPER AND OTHER PRINCIPAL LAND OWNERS,”“FUTURE DEVELOPMENT,”
TAX DATA - Principal 2010 Taxpayers,” and “RISK FACTORS - Factors Affecting Taxable Values and Tax
Payments.”

The District financed the cost of construction of Water Plant Expansion, Phase I, Wastewater Treatment Plant, Phase
I, and Lift Station No. | with portions of the proceeds of the sale of the Series 2004 Bonds. The District financed the
cost of acquisition or construction of the components of the System that serve Waterford on Lake Travis, Sections 2, 3
and 6, offsite water and wastewater facilitics for Waterford on Lake Travis, Section §, and other facilities with portions
of the proceeds of the sale of the Series 2010 Bonds. The District will finance the cost of acquisition or construction
of components of the System that serve Waterford on Lake Travis, Scection 4A, and other facilities, with portions of the
proceeds of the sale of the Bonds, as is enumerated in this Official Statcment under the caption “THE BONDS - Use and
Distribution of Bond Proceeds.” The District anticipates financing the cost of acquisition of the components of the
System that scrve Waterford on Lake Travis, Sections 1 and 7, the Water Treatinent Plant, Transmission Main and Intake
Barge, the cluster septic system, the Wastewater Treatiment Plant, Phase 2, and other facilitics with portions of the
proceeds of bonds, if any, to be issued by the District in the future. Sec “THE SYSTEM.”
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As of March 1, 2011, the status of development and home construction within the District was as follows:

Lots Homes
Under
Fully Under Construction Completed
Subdivision Developed Acres Development  Acres Sold Unsold Sold Unsold Totals
Watcrford on
Lake Travis
Section 1 54(i) 493 1 0] 31 0 12
Section 2 28(ii) 20.1 0 0 9 0 19
Section 3 30 263 0 0 B 0 8
Scetion 3D 10(iii) 11.7 0 0 1 0 |
Section 4A 62 44.6 1 0 1 0 2
Scction 6 25 289 0 0 1 0 !
Additional Lots 3 _ 10 — _ 0 _0 3 _0 )
212 181.9 0 0 2 0 64 0 66
Section 7
Waterstone Condo-
miniums on Lake Travis 71 25.0 0 0 0 0 12 59(ivy 71

()  Six Section 1 lots are not currently expected to require connection to the District’s System since the owners of
such lots have purchased two or more adjacent lots and constructed homes on mwltiple lots.

(ii)  One Scction 2 lot is not expected to require connection to the District’s System since the owner of such lot has
purchased two adjacent lots and constructed a home on the two lots.

(it} Two Section 3 lots arc not expected to require connection to the District’s System since the owner of such lot has
purchased three adjacent lots and constructed a home on the three lots.

(iv)  HW, which currcntly owns 539 Waterstone on Lake Travis Condominium units, has contracted to sell two of such
59 units, and is marketing the remaining 57 condominium units for sale to prospective purchasers, The District
cannot predict whether the sale of the two units that arc under contract will be consummated, See “DEVELOPER
AND OTHER PRINCIPAL LAND OWNERS"” below.

DEVELOPER AND OTHER PRINCIPAL LAND OWNERS
Waterford LT Partners, L.P.

In September 2004, Waterford LT Partners, L.P. (“Watcrford Partners™), a Texas limited partnership whose general
partner is Waterford LT Investments, Inc., a Texas corporation, acquired a total of approximately 474.2 acres of land,
approximately 324.6 acres of which are located within the District, from the origmal developer of the District through
foreclosure. The limited partners of Waterford Partners are Joc Longbotham; Ranier Waterford Investors, LP; Waterford
Equity Partners, L.P.; and Waterford New Equity Partners, L.P. Waltcrford Partners obtains management services
through Winston Management Partners, a subsidiary of Winston Capital Corporation. Winston Capital Corporation is
a Dallas, Texas, based corporation which, through its subsidiaries, develops, owns, and manages properties primarily
inmajor cities in Texas, but also includes properties in South Carolina, Colorado, Oklahoma, California and Louisiana.
Winston Capital Carporation’s portfolio includes land, multi-family housing communitics, mixed-uscd developments,
and waterfront property. The District cautions that the foregoing development experience was gained in different
markets and under different circumstances than ¢xist today, and any prior suceess is no indication or guarantee of success
in the development of land within the District. Waterford Partners has obtained development financing pursuant to a
non-revolving multiple advance loan from American Bank of Texas. Such loan is in the maximum amount of
$11,049,300, matures on Scptember 12, 2011, and, as of March 1, 2011, had an outstanding balance of $6,351,000.

29



Waterford Partners is a minimally-capitalized entity whose primary assets arc its developed lots, undeveloped land, and
marina within the District. Waterford Partners is dependent upon sale of lots, reimbursement from proceeds of District
bonds, and advances and/or loans from its limited partners to provide funds for payment of its obligations. None of
Waterford Partners or any of its parents or affiliates has made any commitment to pay debt service on the Bonds, and
the inclusion of the financial statements of Waterford Partners in this Official Statement should not be so construed.

The originat developer of the District had developed Waterford on Lake Travis, Scctions | and 2, consisting of
approximately 69.4 acres, 82 single-family residential lots, and conveyed all 82 lots located in Waterford on Lake Travis,
Scctions 1 and 2 (o custom home builders that have constructed homes for sale to purchasers, or to individual lot
purchasers some of whom have retained third party builders to construct homes for them and some of whom continue
to hold such lots for future construction or sale. Approximately 239.0 of such total of approximately 324.6 acres located
within the District arc developable, and the balance is not developable as is described above under the caption
“DEVELOPMENT AND HOME CONSTRUCTION.” Walcrford Partners completed the development of Waterford
on Lake Travis, Section 3 (approximately 26.3 acres, 30 single-family residential lots) in May 2007, and has sold 25 of
such 30 lots to custom home builders that have constructed homes for sale to purchasers, or to individual lot purchasers
some of whom have retained third party builders to construct homes for them and some of whom continue to hold such
lots for future construction or sale. Waterford Partners substantially completed the development of Waterford on Lake
Travis, Section 4A (approximatcly 44.6 acres, 62 single-family residential lots plus an 80-slip marina and parking lot)
in Qctober 2008, and has sold 11 of such 62 lots 1o custom home builders, or to individual lot purchasers. Waterford
Partners completed the development of Waterford on Lake Travis, Section 6 (approximatcly 28.9 acres, 25 single-family
residential 1ots) in April 2008, and has sold 19 of such 25 lots to custom home builders that have constructed homes for
sale to purchasers, or to individual lot purchasers some of whom have retained third party builders to construct homes
for them and some of whom continue toe hold such lots for future construction or sale. Sce “DEVELOPMENT AND
HOME CONSTRUCTION" for a delincation of the status of home construction in the District and for a description
(expressed as a range of valuation and square foolage of living arca) of such homes, Waterford Partners owns a total
of approximately 70.1 acres of currently undeveloped land located within the District that it expects to develop as
approximately 71 future single-family residential lots.

HW Waterstone, L.P.

In2005 Waterford Partners sold approximately 25 acres (Waterford on Lake Travis, Section 7) located within the District
to Waterstone Development L.P. (“*“WD”), a Texas limited partnership. WD completed the development of the 71-unit
Waterstone Condominiums on Lake Travis thercon. WD sold 52 of such units and CDDR Properties, LLC sold 8 of such
condominiums to HW Waterstone, L.P. (“HW”) in August 2010. HW has sold 1 of such units, and has contracted to
scll 2 additional units. The District cannot predict whether the sale of the two units that are under contract will be
consummated. Including the aforementioned unit that HW has sold, a total of 12 of such condominium units have been
sold since the April 2009 completion of project. HW is marketing the remaining 57 condominium units for sale (o
prospective purchasers. The Walerstone Condominiums on Lake Travis range in size from approximately 1,42210 1,915
square feet of living arca and units are currently being offered for sale by HW in sales price from approximately
$245,000 to $469,000.

HA Wuaterford Investors, L.P,

Approximately 43.3 acres located within the District (future Waterford on Lake Travis, Section 5 - 31 future single-
family residential lots) arc owned by HA Waterford Investors, LP ("HA™).

Neither Waterford Partners nor HA is under any obligation to the District to undertake the development of any currently
undeveloped portion of the District according to any particular timetable or at all, and thus the District cannot represent
whether, or when, the development of any of such currently undeveloped acres might occur. See “DEVELOPER AND
OTHER PRINCIPAL LAND OWNERS,” “FUTURE DEVELOPMENT,” TAX DATA - Principal 2010 Taxpaycrs,”
and “RISK FACTORS - Factors Affecting Taxable Values and Tax Payments.”
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FUTURE DEVELOPMENT

As is described above under the caption “DEVELOPMENT AND HOME CONSTRUCTION,” the development of
approximately [81.9 acres of the total of approximately 589.8 acres of land located within the District inte 212 single-
family residential lots plus 71 condominium units on approximately 25.0 acres located within the District is complete.

The balance of the land located in the District consists of approximately 113.4 currently undeveloped acres which are
available for future development, and approximatcly 288.9 acres that are not available for future development, including
District water plant and wastewater treatment plant sites, streef rights-of-way, parks, recreational and open spaces, and
permanent flood plain acreage (some of which approximately 288.9 acres lies within the platted area of certain of the
aforementioned subdivisions). Although Waterford Partners (scc “DEVELOPER AND OTHER PRINCIPAL LLAND
OWNERS"), the owner of approximately 70.1 of such currently undeveloped acres, has reported to the District that it
purchased such acreage with the intent to undertake the development thereof into approximately 46 single-family
residential lots in the future, Waterford Partners is not under any lcgal obligation to the District to undertake the
development of any currently undeveloped portion of the District according to any particular timetable or at all, and may
sell or otherwise dispose of its property within the District or any other assets, at any time, and thus the District cannot
represent whether, or when, the development of any of such currently undeveloped acres owned by Waterford Partrers
might occur. Moreover, as is described above under the caption “DEVELOPER AND OTHER PRINCIPAL LAND
OWNERS”, approximately 43.3 of such cwrrently undeveloped acres located within the District are owned by HA (future
Waterford at Lake Travis, Scction 5 - 31 future single-family residential lots). HA is not under any legal obligation to
the District to undertake the development of any currently undeveloped portion of the District according to any particular
timetable or at all, and may scll or otherwise dispose of its property within the District or any other assets, at any time,
and thus the District cannet represent whether, or when, the development of any of such currently undeveloped acres
owned by HA might occur. 1f any undevcloped portion of the District is eventually developed, additions to the water,
wastewater and drainage systems required to service such undeveloped acreage may be financed by future issucs of the
District's bonds. In addition to the water supply and distribution, wastewater collection and treatment, and storm
drainage facilitics that the District has financed with portions of the proccods of the sale of the Outstanding Bonds and
1s financing with portions of the proceeds of the sale of the Bonds (sce “THE BONDS - Usc and Distribution of Bonds
Procceds” and “THE SYSTEM™), the District expects to finance the acquisition or construction of additional components
of the System with portions of the proceeds of the sale of bonds, if any, in the future. The District's Enginecr currently
estimates that the authorized bonds which are currently unissued are adequate to finance the construction of such
facilitics to provide service to all of the undeveloped portions of the District, See “THE BONDS - [ssuance of Additional
Dcbt,” “THE SYSTEM” and “RISK FACTORS - Future Debt.”
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AERIAL PHOTOGRAPH OF THE DISTRICT
(taken March 2011)
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PHOTOGRAPHS TAKEN WITHIN THE DISTRICT
(taken March 2011)
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PHOTOGRAPHS TAKEN WITHIN THE DISTRICT
(taken March 2011)

34



DISTRICT DEBT

Debt Service Requirement Schedule

The following schedule sets forth the debt service requirements of the Outstanding Bonds and the principal and estimated
interest requirements of the Bonds.

Year e The Bonds--—--v=-=vx
Ending Current Total Total New
12-31 Dcbt Service Principal Intcrest * Debt Service
2011 $ 352,780 $§ 352,780
2012 353,950 § 77,146 431,096
2013 354,905 $ 25,000 66,125 446,030
2014 355,650 25,000 64,688 445338
2015 361,180 25,000 63,250 449,430
2016 361,220 25,000 61,813 448,033
2017 160,985 25,000 60,375 446,360
2018 365,455 25,000 58,938 449,393
2019 364,410 25,000 57,500 446,910
2020 367,770 25,600 56,063 448,833
2021 370,530 25,000 54,625 450,155
2022 372,705 25,000 53,i8% 450,893
2023 369,280 25,000 51,750 446,030
2024 370,530 25,000 50,313 445,843
2025 376,280 25,000 48,875 450,155
2026 376,280 25,000 47 438 448718
2027 375,780 25,000 46,000 446,780
2028 379,780 25,000 v 44,563 449,343
2029 383,030 25,000 43,125 451,155
2030 385,310 25,000 41,688 451,998
2031 386,530 25,000 40,250 451,780
2032 391,690 25,000 38,813 455,503
2033 395,790 25,000 37,375 458,163
2034 403,830 25,000 35,938 464,768
2035 410,545 25,000 34,500 470,045
2036 415,935 25,000 33,063 473,998
2037 265,000 31,625 296,625
2038 285,000 16,388 301,388
$9,762,130 $1,150,000 $1,315,415 $12,227,545

* Interest is estimated at 5.75% per annum for purposes of illustration.

Average Annual Requirements (2012-2036) ... ... ... ... .. $ 451,070
Maximum Annual Requirement (2036) ... ... . e 5 473,998
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Bonded Indebtedness

2000 Assessed Valualion ... ... e e e s $ 97,407,729(a)

(As of January 1, 2010)
Sce “TAX DATA” and “TAXING PROCEDURES”

Estimated Valuation at February 1, 2001 ... . $105,778,214(b)

(As of February 1, 201 1)
See “TAX DATA” and “TAXING PROCEDURES”

Direct Debt:
The Outstanding Bonds . ... ... . . . . $ 5,255,000
The Bonds ... e 1,150,000
1) S 6,405,000(c)
Estimated Overlapping Debt .. ... . .. . . . e $ 1.,740938
Direct and Estimated Overlapping Debt .. ... ... .o $§ 8,145938
Diirect Debt Ratios
: as a percentage of 2010 Assessed Valuation .. ... ... ... ... .. ... 6.58%
: as a percentage of Estimated Valuation at February 1, 1011 . ... ... ..., 6.06%

Dircct and Estimated Overlapping Debt Ratios

: as a pereentage of 2010 Assessed Valuation , ... ... . ool 8.36%

: as a percentage of Estimated Valuation at February [, 2010 ... ... ... .. 7.70%
Debt Service Fund Balance as of April 5, 2011 ... .. .. . $ 784,711{d)
General Fund Balance as of April 5,2011 ... .. ... ... .. . .. . . . S 786,532
2010 Tax Rate Per $100 of Assessed Valuation

DebtService Tax ... ... o o $0.347

Maintenance Tax .. ... .. ... ... ... . . 0.400

Fotal 50.747(c)

(2)

(b)

As of January 1, 2010. All property located in the District is valued on the tax rolls by the Travis Central
Appraisal District (the “Appraisal District™) at 100% of assessed value as of January 1 of cach year. The
District's tax roll is certified by the Travis County Appraisal Review Board (the “Appraisal Review Board™).

Sce “TAXING PROCEDURES” and “RISK FACTORS - Factors Affecting Taxable Values and Tax
Payments.”

Provided by the Appraisal District for informational purposes only, this amount is an estimatc of the value of
all taxable property located within the District as of February 1, 2011, and includes an cstimate of values
resulting from the construction of taxable improvements from January 1, 2010, through January 31, 2011. The
value of all taxable property is certified annually as of January 1 by the Appraisal Review Board. No taxes
were levied for 2010 against any values added since January 1, 2010. The assessed valuation of additions to
the District’s tax base from January 1, 2010, through December 31, 2010, which will be reflected on the
District’s 2011 tax roll, may vary significantly from the levels reflected by such estimate of value once they are
certified on the 20§ 1 tax roll. The assessed valuation of additions to the District’s tax base from January 1,
2011, through January 31, 2011, which will be reflected on the District’s 2012 tax roll, may vary significantly
from the levels reflected by such estimate of value once they are certified on the 2012 tax roll.
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(c)

(d)

(¢)

In addition to the water supply and distribution, wastewater collection and treatment, and storm drainage
facilities that the District has financed with portions of the proceeds of the sale of the Qutstanding Bonds and
18 financing with portions of the proceeds of the sale of the Bonds (see *“THE BONDS - Use and Distribution
of Bond Proceeds™ and “THE SYSTEM™), the District expects to finance the acquisition or construction of
additional components of the System with portions of the proceeds of the sale of bonds, if any, in the future.
Sce “THE BONDS - Issuance of Additional Debt” and “RISK FACTORS - Future Debt.”

Neither Texas law nor the Bond Resolution requires that the District maintain any particular sum in the Debt
Service Fund. Such fund balancc gives effect to the payment by the District of its debt service requirenients
that were duc March i, 2011, The District’s remaining debt service payments for 201 1, which are duc on
September 1, 2011, total $221,930. The District’s initial debt service requirements on the Bonds are duc on
March I, 2012.

The District has levied a debt service tax for 2010 in the amount of $0.347 per $100 of Assessed Valuation,
I addition, the District has levied a maintenance tax of $0.40 per $100 of Assesscd Vatuation for 2010. As
is cnumerated in this Official Statement under the caption “TAX DATA - Tax Rate Calculations™ and “RISK
FACTORS - Maximum hupact on District Tax Rates,” however, the District currently intends to levy a debt
service tax in 2011 of approximately $0.44 per $100 of Assessed Valuation in connection with the sale of the
Bonds, and a 2011 maintenance tax of approximately $0.307 per $100 of Assessed Valuation. Asisenumerated
in this Official Statement under the caption “TAX DATA - Estimated Overlapping Taxes,” the aggregate of
the tax levies of all overlapping taxing units which levy taxes upon property located in the District, plus the
District's rate, is $2.5647. Such aggregate levies are higher than the aggregate tax levies of some municipal
utility districts in the Austin metropolitan arca, including the arca of the District, but are within the range of the
aggregate levies of many municipal utility districts in the Austin metropolitan area and the arca of the District
which are in stages of development comparable with the District. Sce “TAXING PROCEDURES™ and “RISK
FACTORS - Factors Affecting Taxable Values and Tax Payments.”
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Estimated Direct and Overlapping Debt Statenment

Other governmental entitics whose boundarics overiap the District have outstanding bonds payable from ad valorem
taxes. The following statement of direct and estimated overlapping ad valorem tax debt was developed from information
conlained in “Texas Municipal Reports,” published by the Municipal Advisory Council of Texas, or other available
information. Except for the amount relating to the District, the District has not independently verified the accuracy or
completeness of such information, and no person is entitled to rely upon such information as being accurate or complete.
Furthermore, certain of the entities listed below may have issued additional bonds since the dates stated in this table, and
such entities may have programs requiring the issuance of substantial amounts of additional bonds, the amount of which
cannot presently be determined. Political subdivisions overlapping the District arc authorized by Texas law to levy and
collect ad valorem taxes for operation, maintenance and/or general revenue purposes in addition to taxes for payment
of their debt, and some are presently levying and collecting such taxes.

Debt as of Estimated Overlapping

Taxing Jurisdiction Mareh 1, 2011 Percent Amount
Travis County $558,954,897 0.0976% S 545457
Lago Vista Independent School District 14,491,396 8.2496 1,195481
Total Estimated Overlapping Debt $1,740,938
The District (the Bonds and the

Outstanding Bonds) 6,405,000
Total Direct & Estimated
Overlapping Debt $8,145,938

Debt Ratios
% of Estimatcd

% of 2010 Valuation at
Assessed Valuation at Fcebruary 1, 2011
DircetDebt .. ... o 6.58% 6.06%
Direct and Estimated Overlapping Debt .. ... .. ... 8.36% 7.70%

TAX DATA
General

All taxable property located within the District is subject to the assessment, levy and collection by the District of a
continuing, dircet annual ad valorem tax, without legal limitation as to rate or amount, levied upon all taxable property
within the District, sufficient to pay principal of and interest on the Bonds, the Outstanding Bonds, and any future
tax-supported bonds which may be issued from time to time as authorized. Taxes are levied by the District cach year
against the District's assessed valuation as of January 1 of that year. Taxes become due October | of such year, or when
billed, and become delinquent after January 31 of the following year. The Board covenants in the Bond Resolution to
asscss and levy, for each year that all or any part of the Bonds remain outstanding and unpaid, a tax ample and sufficient
to produce funds to pay the pringipal of and interest on the Bonds when due. The actual rate of such tax will be
determined from year to year as a function of the District's tax basc, its debt service requiremenis and available funds.
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Maintenance Tax

The Board of Directors of the District has the statutory authority 1o levy and collect an annual ad valorem tax for
maintenance of the District's improvements, if such maintenance tax is authorized by a vote of the District's clectorate.
On August 12, 1989, the District voters authorized the levy of such a maintenance tax in an amount not to exceed $1.00
per $100 of Assessed Valuation. Such tax is levied in addition to taxes which the District is authorized to levy for paying
principal of and interest on the Bonds, the Outstanding Bonds, and any parity bonds which may be issued in the future.
The District has levied a maintenance tax of $0.40 per $100 of Assessed Valuation for 2010.

Exemplions

The District has adopted a residential homestead exemption for persons 65 years or older or disabled persons in an
amount of $10,000 of Assessed Valuation for 2009, but has not adopted a general residential homestead exemption, See
“TAXING PROCEDURES.”

Historical Values and Tax Collection History

The following statement of tax collcctions scts forth in condensed form the historical Asscssed Valuation and tax
collections of the District. Such summary has been prepared for inclusion herein based upon information obtained from
District records. Reference is made to such records, including the District's annual audited financial statements, for more
complete information,

% Collections

Assessed Tax Adjusted Current & Tax Year
Tax Year Valuation Rate (a) Levy Prior Years (b) Ending
1999 313,157,346 £0.5000(c) $ 65787 100.00% 2000
2000 24,095,480 0.9500(c) 228,907 100.00 2001
2001 33,180,034 0.9500(c) 315,210 100.00 2002
2002 36,277,071 0.9500(c) 344,632 100.00 2003
2003 40,341,824 0.9500(c) 383,247 100.00 2004
2004 43,270,481 0.8000(c) 146,164 99.99 2005
2005 43,935,395 0.8000 351,483 99.99 2006
2006 51,130,344 0.7914 404,646 99.99 2007
2007 58,043,757 0.7500 435,328 99.30 2008
2008 65,736,851 0.7470 471,054 98.55 2009
2009 98,615,030 0.7470 736,664 99.04 2010
2010 97,407,729 0.7470 727,636 98.18(d) 2011

(a) Per $100 of Assessed Valuation,

() Asof March 31, 20%1.

(¢) Maintenance tax only.

(d) AsofMarch 31,2011, In process of collection,
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Analysis of Tax Base

The following table illustrates the composition of property located within the District for the past five years.

2010

Asscssed
Type of Property Valuation Yo
Land $54,733,362 56.19%
Improvements 45,501,762 46.71
Personal Property 317,275 0.33
Less Exemptions {3.144.670) (3.23)
Total $97.407,729 100.00%

2007

Assessed
Tvpe of Property Valuation %
Land $33,2603,804 57.31%
Improvements 27,164,203 46.80
Personal Property 188,835 0.33
Less Exemptions {2,573.085) (4.43)
Total $58,043,757 100.00%
Tax Rate Distribution

2010 2009
Debt Service $0.347 $0.347
Maintenance 0.400 0.400

Total $0.747 $0.747

2009 2008
Assessed Assessed
Valuation % Valuation %
$58,278,002 59.10% $33,752,085 51.34%
41,426,407 42.01 34,037,340 5178
665,787 0.68 675,364 1.03
(1,755.166) (1.78) (2,727.938) (4.15)
$98,615,030 100.00% $65,736,851 100.00%
2006
Asscssed
Valuation %
328,964,536 36.65%
22,244,746 43.51
188,350 0.37
(267,288} {0.52)
$51,130,344 100.00%
2008 2007 2006
$0.220 $0.25 $0.1500
$0.747 $0.75 $0.7914

40



Principal 2010 Taxpayers

Based upon information supplied by the District's Tax Assessor/Colicctor, the following table lists principal District
taxpayers, type of property owned by such taxpayers, and the asscssed valuation of such property as of Januvary 1, 2010.
The information reflects the composition of property ownership reflected on the District's 2010 tax roll.  Sce
“DEVELOPER AND OTHER PRINCIPAL LAND OWNERS.”

Assessed
Valuation Y of 2010
Taxpayer ) Type of Property 2010 Tax Roll Tax Roll
HW Watcrstone, L.P.* Condominiums $12,790,812 13.13%
Waterford LT Partners, L.P, Lots and Acreage 7,273,697 7.47
Bank of Amcrica Lot and House 5277818 542
C. Rex & Peggy Womble Lot and House 1,917,513 1.97
Robert Ernst Lot and Housc 1,860,000 1.91
Gregg Jacobson Lot and House 1,830,234 1.88
Barry & Patricia Miller Lot and House 1,738,839 1.79
Gary Becker, Trustee Lot and House 1,610,000 1.65
Daniel & Laurcn Sullenbarger Lot and Housc 1,551,639 1.59
Roy Real Estate Group, LLC Lot and House 1,551,107 _1.59
$37,401,749 38.40%

*  The record owner of the property as of January 1, 2010, was Waterstone Development, L.P. As is stated in this
Official Statement under the caption “DEVELOPER AND OTHER PRINCIPAL LAND OWNERS,” the current
owner of 59 condominium units is HW Waterstone, L.P.

Tax Rate Calculations

The tax rate calculations set forth below are presented (o indicate the tax rates per $100 of Assessed Valuation which
would be required to meet certain debt service requirements if no growth in the District occurs beyond the Estimated
Valuation at Fcbruary 1, 2011, The calculations also assume collection of 95% of taxes levied, no use of District funds
on hand, and the sale of no additional bonds by the District other than the Bonds and the Outstanding Bonds.

Average Annual Debt Service Requirements (2012-2036) .. ... ... .. ... e $451,070
Tax Rate of $0.49 on the 2009 Assessed Valuation (397,407,729 produces . .................. $453,433
Tax Rate of $0.45 on the Estimated Valuation at February t, 2011 ($105,778,214) produces ... . .. 3452,202
Maximum Annual Debt Service Requirements (2036) ... ... ... ... ... ... $473,998
Tax Rate of $0.52 on the 2009 Asscssed Valuation ($97,407,729) produces . ... .. .. S $481,194
Tax Rate of $0.48 on the Estimated Valuation at February 1, 2011 ($105,778,214) produces ... ... 542,349

The District has levied a debt service tax in 2010 of $0.347 per $100 of Assessed Valuation, plus a maintenance tax of
30.40 per $100 of Assessed Valuation. As the above table indicates, the 2010 debt service rate will be insufficient to
pay the debt service on the Bonds and the Outstanding Bonds, unless taxable values increase beyond the level of the
Estimated Valuation at February 1, 2011, assuming a tax collcction rate of 95%, no usc of District funds on hand and
the sale of no additional bonds by the District. Taxable values within the District would have to reach $136,833,005 in
order for a debt service tax rate of $0.347 per $100 Assessed Valuation to be sufficient to pay the average annual debt
service requirements on the Bonds and the Outstanding Bonds, assuming that the District will have a tax collection rate
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of 95%, no use of District funds on hand, and the sale of no bonds by the District in addition to the Bonds. Taxable
values within the District would have to reach $143,788,261 in order for a debt service tax rate of $0.347 per $100
Assessed Valuation to be sufficient to pay the maxinmim annual debt service requirement on the Bonds and the
Quitstanding Bonds, assuming that the District will have a tax collection rate of 95%, no use of District funds on hand,
and the sale of no additional bonds by the District. However, the District currently intends to levy a debt service tax in
2011 of approximately 30.44 per $100 of Assessed Valuation in connection with the sale of the Bonds, and a 2011
maintenance tax of approximately $0.307 per $100 of Assessed Valuation. Sce “TAXING PROCEDURES” and “RISK
FACTORS - Factors Affecting Taxable Values and Tax Payments.” In addition to the water supply and distribution,
wastewater collection and treatment, and storm drainage facilities that the District has financed with portions of the
proceeds of the sale of the Outstanding Bonds and is financing with portions of the proceceds of the sale of the Bonds
(see “THE BONDS - Use and Distribution of Bond Proceeds™ and “'THE SYSTEM™), the District expects to finance the
acquisition or construction of additional components of the System with portions of the proceeds of the sale of bonds,
if any, in the future. Sce “THE BONDS - Issuance of Additional Debt” and “RISK FACTORS - Future Debt.”

Estimated Overlapping Taxes

Property located within the District is subject to taxation by several taxing authoritics in addition to the District. Set forth
below is a compilation of all 2010 taxes levied upon property located within the District. Under Texas law, ad valorem
taxcs levied by each taxing autherity other than the District entitled to levy taxes against property located within the
District create a lten which is on a parity with the tax lien of the District. In addition to the ad valorem taxes required
to make the debt service payments on bonded indebtedness of the District and of such other jurisdictions (sce
“DISTRICT DEBT - Estimated Direct and Overlapping Debt Statement™), certain taxing jurisdictions are authorized by
Texas law to assess, levy and collect ad valorem taxes for operation, maintenance, administrative and/or gencral revenue
purposcs.

Taxing Jurisdiction 2010 Tax Rate/$100
Lago Vista ISD $1.1800
Travis County 0.4658
Travis County Emergency Services District No. | 0.1000
Travis County Healthcarc District 0.0719
The District * 0.7470
TOTAL TAX RATE $2.5047

*  Consisting of a debt service tax of $0.347 per $100 of Asscssed Valuation and a maintenance tax of $0.40 per $100
of Assessed Valuation,

TAXING PROCEDURES

Authority to Levy Taxes

The Board is authorized to levy an annual ad valorem tax, without legal limitation as to rate or amount, on all taxable
property within the District in an amount sufficient to pay the principal of and interest on the Bonds, the Outstanding
Bonds and any additional bonds payable from taxes which the District may hereafier issuc (sce “RISK FACTORS -
Future Debt”) and to pay the expenses of assessing and collecting such taxes. The District agrees in the Bond Resolution
to levy such a tax from year to year as described more fully above under “THE BONDS - Source of Payment.” Under
Texas law, the Board may also levy and collect annual ad valorem taxes for the operation and maintenance of the District
and the System and for the payment of certain contractual obligations. Sce “TAX DATA - Maintenance Tax” and - “Tax
Rate Distribution.”
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Property Tax Code and County-Wide Appraisal District

The Texas Property Tax Code (the “Property Tax Code”) specifies the taxing procedures of all political subdivisions of
the State of Texas, including the District. Provisions of the Property Tax Code are complex and are not fully summarized
here. The Property Tax Code requires, among other matters, county-wide appraisal and cqualization of taxable property
values and establishes in cach county of the State of Texas an appraisal district with the responsibility for recording and
appraising property for all taxing units within a county and an appraisal review board with responsibility for reviewing
and cqualizing the values cstablished by the appraisal district. The Travis Central Appraisal District {the “Appraisal
District”) has the responsibility of appraising property for all taxing units within Travis County, including the District.
Such appraisal vaiues will be subject to review and change by the Travis County Appraisal Review Board (the
“Appraisal Review Board™),

Property Subject to Taxation by the District

Except for certain exemptions provided by Texas law, all real property, tangible personal property held or used for the
production of income, mobile homes and certain categorics of intangible personal property with a tax situs in the District
arc subject to taxation by the District. Principal categories of exempt property include, but are not limited to: property
owned by the State of Texas or its political subdivistons if the property is used for public purposes; property exempt from
ad valorem taxation by federal law; certain houschold goods, family supplies and personal effects; certain goods, wares,
and merchandise in transit; farm products owned by the producer; certain property of charitable organizations, youth
development associations, religious organizations, and qualified schools; designated historical sites; and most
individually-owned automobiles. In addition, the District may by its own action exempt residential homesteads of
persons 65 years or older and certain disabled persons to the extent deemed advisable by the Board. The District may
be required to offer such an exemption if a majority of volers approve it at an clection. The District would be required
to call such an election upon petition by twenty percent {20%) of the number of qualified voters who voted in the
preceding election. The District is authorized by statute to disregard exemptions for the disabled and clderly if granting
the excmption would impair the District's obligation to pay tax supported debt incurred prior to adoption of the
exemption by the District. Furthermore, the District must grant excemptions (o disabled veterans, or ¢ertain surviving
dependents of disabled veterans, if requested, but only to the maximum extent of between $5,000 and $12,000 of taxable
valuation depending on the disability rating of the veteran, if such rating is lcss than 100%. A veteran who receives a
disability rating of 100% is entitled to the cxemption for the full amount of the residential homestead.

Residential Homestead Exemptions: The Property Tax Code authorizes the governing body of each political
subdivision in the Statc of Texas to exermpt up to twenty percent (20%) of the appraised market value of residential
homesteads from ad valorem taxation. Where ad valorem taxes have previously been pledged for the payment of
debt, the governing body of a political subdivision may continue to levy and collect taxes against the exempt value
of the homesteads until the debt is discharged, if the cessation of the levy would impair the obligations of the
contract by which the debt was created. The adoption of a homestead excmption may be considered cach year, but
must be adopted by May 1. See “TAX DATA - Exemptions.”

Frecport Goods Exemption: Goods in transit (“frecport goods™) arc constitutionally exempted from taxation.

Freeport goods are goods, warcs, merchandise, other tangible personal property and ores, other than oil, natural gas
and other petrolcum products, which have been acquired or brought into the state for assembling, storing,
manufacturing, repair, maintenance, processing or fabricating or used to repair or maintain aireraft of a certified air
carrier and shipped out of the state within 175 days.

Goods-In-Transit Exemption: Article VIII, Section 1-n of the Texas Constitution provides for the exemption from
taxation of “goods-in-transit.” “Goods-in-transit” is defined by a provision of the Tax Code, which is effective for
tax years 2008 and thercafter, as personal property acquired or imported into Texas and transported to another
location in the State or outside the State within 175 days of the date the property was acquircd or imported into
Texas. The exemption excludes oil, natural gas, petrolcum products, aircraft and special inventory, including motor
vehicle, vessel and out-board motor, heavy equipment and manufacturcd housing inventory. The Tax Code
provision permits local governmental entitics, on a local option basis, to take official action by January | of the year
preceding a tax year, after holding a public hearing, to tax goods-in-transit during the following tax year. A taxpayer
may receive only one of the freeport exemptions or the goods-in-transit exemptions for items of personal property.
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Tax Abatement

Travis Counly may designate all or part of the District as a reinvestment zone, and the District, Travis County, and the
Lago Vista Independent School District, at the option and discretion of each entity, may enter into tax abalement
agreements with owners of property within the zone. Prior to cntering into a tax abatement agreement, cach entity must
adopt guidelines and criteria for establishing tax abatement, which each entity will follow in granting tax abatement to
owners of property. The tax abatement agreements may exempt from ad valorem taxation by each of the applicable
taxing jurisdictions, including the District, for a period of up to ten (10} years, all or any part of any increasc in the
assessed valuation of property covered by the agreement over its assessed valuation in the year in which the agrecment
is cxecuted, on the condition that the property owner make specified improvements or repairs to the property in
conformity with the terms of the tax abatement. Each taxing jurisdiction has discretion to determine the terms for its tax
abatement agrecments without regard to the terms approved by the other taxing jurisdictions.

Valuation of Property for Taxation

Generally, property in the District must be appraised by the Appraisal District at market valuc as of January 1 of cach
year. Once an appraisal roll is prepared and finally approved by the Appraisal Review Board, it is usced by the District
in cstablishing its tax rolls and tax rate. Assessments under the Property Tax Code are to be based on one hundred
percent (100%) of market value, as such is defined in the Property Tax Code.

The Property Tax Code permits land designated for agricultural use, open space or timberland to be appraised at its value
bascd on the land's capacity to produce agricultural or timber products rather than at its market value. The Property Tax
Code permits under certain circumstances that residential real property inventory held by a person in the trade or business
be valued at the price all of such property would bring if sold as a unit to a purchaser who would continue the business.
Provisions of the Property Tax Code are complex and are not fully summarized here. Landowners wishing to avail
themselves of the agricultural use, open space or timberland designation or residential real property inventory designation
must apply for the designation and the appraiser is required by the Property Tax Code to act on each claimant's right to
the designation individually. A claimant may waive the special valuation as to taxation by some political subdivisions
while claiming it as to another. If a claimant receives the agricultural use designation and later loses it by changing the
usc of the property or sclling it to an unqualified owner, the District can collect taxces based on the new use, including
taxes for the previous three years for agricultural usc and taxcs for the previous five years for open space land and
timberland.

The Property Tax Codc requires the Appraisal District to implement a plan for periodic reappraisal of property to update
appraisal values. The plan must provide for appraisal of all real property in the Appraisal District at least once every three
(3) ycars. It is not known what frequency of reappraisals will be utilized by the Appraisal District or whether reappraisals
will be conducted on a zone or county-wide basis. The District, however, at its expense, has the right to obtain from the
Appraisal District a current estimate of appraised values within the District or an cstimate of any new property or
improvements within the District. While such current estimate of appraised valucs may serve to indicate the rate and
extent of growth of taxable values within the District, it cannot be used for establishing a tax rate within the District until
such time as the Appraisal District chooses to formally include such values on its appraisal roll.

District and Taxpayer Remedics

Under certain circumstances, taxpaycrs and taxing units (such as the District) may appeal the orders of the Appraisal
Review Board by filing a timely petition for review in State disirict court. In such cvent, the value of the property in
question will be determined by the court, or by a jury, if requested by any party. Additionally, taxing units may bring

suit against the Appraisal District to compel compliance with the Property Tax Code.

The Property Tax Code establishes a procedure for notice to property owners of reappraisals reflecting increased property
valucs, appraisals that are higher than renditions and appraisals of property not previously on an appraisal roll.
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Rollback of Operation and Maintenance Tax Rate

The qualified voters of the District have the right to petition for a rollback of the District’s operation and maintchance
tax rate only if the total tax bill on the average residence homestead increases by more than cight percent. Ifa rollback
election is called and passes, the rollback tax rate is the current year’s debt service and contract tax rates plus 1.08 times
the previous year’s operation and maintenance tax rate. Thus, debt service and contract tax rates cannot be changed by
a rollback clection.

Additional Penalties

The District has contracted with a delinquent tax attorney to collect certain delinquent taxes. In connection with that
contract, the District can establish an additional penalty of (wenty percent (20%) of the tax to defray the costs of
collection. This 20% penalty applies to taxcs that either: (1) become delinquent on or after February | of a year, but not
later than May | of that ycar, and that remain delinquent on Apnil 1 (for personal property) and July | (for real property)
of the year in which they become delinquent or (2) become delinquent on or after June 1, pursuant to the Texas Property
Tax Code.

Levy and Collection of Taxes

The District is responsible for the levy and collection of its taxes, unless it elects to transfer such functions to another
governmental entity. By September 1 of each year, or as scon thereafter as practicable, the rate of taxation is set by the
Board of Directors of the District based upon: (a) the valuation of property within the District as of the preceding January
1, and (b) thc amound required to beraised for debt service, maintenance purposes and authorized contractual obligations.
Taxes are duc October 1, or when billed, whichever comes later, and become delinguent if not paid before February |
of the year following the year in which imposed. A delinquent tax incurs a penalty of six percent (6%) of the amount
of the tax for the first calendar month it is delinquent, plus one percent (1%} for cach additional month or portion of a
month the tax remains unpaid prior to July | of the year in which it becomes delinquent. If the tax is not paid by July
1 of the year in which it becomes delinquent, the tax incurs a total penalty of twelve percent (12%) regardless of the
number of months the tax has been delinquent and incurs an additional penalty for collection costs of an amount
established by the District and a delinquent tax attorney. A delinquent tax on personal property incurs an additional
penalty, in an amount established by the District and a delinguent tax attorney, 60 days after the date the taxes become
delinguent. For those taxces billed at a later date and that become delinguent on or after June 1, they will also incur an
additional penalty for collection costs of an amount cstablished by the District and a dclinquent tax attorney. The
delinguent tax accrues interest at a rate of one percent (1%) for cach month or portion of a month it remains unpaid. The
Property Tax Code makes provisions for the split payment of taxes, discounts for early payment and the postponement
of the delinquency date of taxes under certain circumstances which, at the option of the District, may be rejected.,

District's Rights in the Event of Tax Delinquencics

Taxcs levied by the District are a personal obligation of the owner of the property as of January | of the year for which
the tax is imposcd. On January | of cach year, a tax licn attaches to property to secure the payment of all state and local
taxes, penalties and interest ultimately imposed for the year on the property. The lien exists in favor of the State of Texas
and cach local taxing unit, including the District, having the power to tax the property. The District’s tax lien isona
parity with the tax liens of other such taxing units (scc “TAX DATA - Estimated Overlapping Taxes™). A tax lien on
real property takes priority over the claims of inost creditors and other holders of licus on the property cncumbered by
the tax licn, whether or not the debt or lien ¢xisted before the attachment of the tax lien; however, whether a lien of the
United States is on a parity with or takes priority over a tax lien of the District is determined by applicablc federal law.,

Personal property, under certain circumstances, is subject to seizure and sale for the payment of delinquent taxes, penalty

and interest,
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Atany time after taxes on property become delinquent, the District may file suit to foreclose the lien securing payment
of the tax, to enforce personal liability for the tax, or hoth. la filing a suit to foreclose a tax lien on real property, the
District must join other taxing units that have claims for delinquent taxes against all or part of the same property.
Collection of delinquent taxes may be adversely affected by the amount of taxes owed to other taxing units, by the effects
of market conditions on the foreclosurc sale price, by taxpayer redemption rights (a taxpayer may redeem property within
six (6) months for commercial property and two (2) years for residential and all other types of property after the
purchaser's decd issucd at the foreclosure sale is filed in the county records) or by bankruplcy procecdings which restrict
the collection of taxpaycer debts. See “RISK FACTORS - Tax Collection Limitations.”

THE SYSTEM

Regulation

According to the District's Engincer, the System has becn designed in conformance with accepted enginecring practices
and the requirements of certain governmental agencics having regulatory or supervisory jurisdiction over the construction
and operation of such facilities, including, among others, the TCEQ, the City of Austin and/or the City of Lago Vista,
and Travis County.

Operation of the System is subject to regulation by, among others, the United States Environmental Protection Agency
and the TCEQ. The total number of equivalent single-family connections (*ESFC”) estimated at this time for the District
upon the full development of its approximately 589.8 acres is approximately 332 with a total estimated population of
1,162 peopie (assuming that all are full-time residents). The following descriptions are based upon information supplicd
by the District's Enginecr.

Description

The System presently serves the 212 fully developed single-family residential lots platted as Waterford on Lake Travis,
Sections 1 through 3, 3D, 4A and 6, three lots that are not contained within any of such sections, plus the 71-unit
Waterstone Condominiums on Lake Travis (Waterford on Lake Travis, Section 7} in the District. The District financed
the cost of acquisition or construction of the components of the System that serve Waterford on Lake Travis, Sections
1, 2, 3 and &, offsite water and wastewater facilitics for Waterford on Lake Travis, Section 5, Water Plant Expansion,
Phase I, Wastewater Treatment Plant, Phasc I and Lift Station No. | with the proceeds of the sale of the OQutstanding
Bonds. The District will finance the cost of acquisition or construction of the components of the System that serve
Waterford on Lake Travis, Section 4A, land costs for lift station facilities and water quality ponds, and other facilitics
with portions of the proceeds of the sale of the Bonds, as is enumerated in this Official Statement under the caption “THE
BONDS - Usc and Distribution of Bond Proceeds.” The District anticipates financing the acquisition of the components
of the System that serve Waterford on Lake Travis, Section 7, the Water Treatment Plant, Transmission Main and Intake
Barge, cluster septic system, Wastewater Treatment Plant, Phase 2, and other facilitics with the proceeds of the sale, il
any, of bonds in the futurc,

Water Supply

The source of water supply for District customers is surface water from Lake Travis pursuant to a purchase agrecement
with the Lower Colorado River Authority dated January 12, 2000. The District is authorized to purchase up to 55 acre-
feet (17.921 million gallons) of raw water per year formunicipal purposes. The surface walcr diverted from Lake Travis
is pumped from the raw water intake barge through two 500 gallons-per-minute (“gpm™) pumps to the District's water
trecatment plant. The District financed Water Plant Expansion, Phase | with a portion of the proceeds of the sale of the
Serics 2004 Bonds.
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The following table sunumarizes the District's current water supply facilities along with the capacity of each component
(cxpressed as ESFC) based on TCEQ criferia:

Minimum txisting Total Capacity
Facility Requirement Capacity ESFCs
Pressure Tank 20 gal/ESFC 5,000 gal/ESFC 250
Ground Storage 200 gal/ESFC 551,000 gal/ESFC 2,755
Booster Pump 2.0 gpm/ESFC 1,600 gpnV/ESFC 800
Raw Water Pump Capacity 0.6 gpm/ESFC 500 gpnvESFC 833
Treatment Plant Capacity 0.6 gpnV/ESFC 500 gpnvESFC 833
Surfacc Water 360 gpd*/ESFC 49,098 gpd/ESFC 136

At this time, the District is not required to have and dees not have an emergency water interconnect.

*  Qallons-per-day.

According to the District’'s Enginger, the District's cxisting water supply facilitics provide sufficient capacity to serve
250 ESFCs.

Wastewater Treatment Facilities

Wastewater treatment for the District is provided by the District’s 60,000 gpd plant that was completed in September,
2008. The plant includes two 30,000 gpd package plants, two 150,000 galten effluent holding tanks and a surface drip
irrigation system that discharges to 600,000 SF of irrigation zones. TCEQ Permit No. 14335-001 authorizes the plant
to treat interim capacity of 0.060 MG (Phase ), and a final capacity of 0.0864 MGD, with disposal via irrigation. A
60,000 gpd plant can scrve 200 ESFCs at 300 gpd per ESFC.

Drainage Improvements

Storm drainage from within the District generally drains through roadside ditches which convey runoff into Lake Travis
via a storm culvert and cxisting natural drainage patterns. A portion of the proceeds of the sale of bonds, if any, to be
sold in the future, is to be used for dramage improvements specific to the subdivision. The District is financing the
culverts and roadside ditches in Waterford on Lake Travis, Scction 4A with portions of the procecds of the sale of the

Bonds.

The Lower Colorado River Authority (*LCRA™) Highland Lakes Watershed Ordinance applies to development within
the District. [t requires water quality facilities for any development with impervious cover greater than 15%, The
District financed fifty percent (50%) of the land costs and taxes for the Water Quality Ponds serving the Waterstone
Condominiums on Lake Travis (Waterford on Lake Travis, Section 7) with portions of the proceeds of the sale of the
Qutstanding Bonds, and will finance the remaining fifty percent (50%) of such costs with portions of the proceeds of
the sale of the Bonds.

100-Year Flood Plain

The 100-year floodplain as it affcets the District is contained within inundation cascments dedicated to the Lower
Colorado River Authority. The entire District outside of these cascmients lies above the 100-year flood plain for Lake
Travis as defined by the United States Geological Survey (USGS) and the Federal Insurance Administration (FIA). The
District is located in the Flood Insurance Rate Map (FIRM), Map Number 48453C0215H, Pancl 215 of 730, Travis
County, Texas, and Incorporated Arcas, dated Scptember 26, 2008.
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Waterworks and Sewer System Operating Statement

The following statement summarizes the operating history of the District's waterworks and sewer System for the fiscal
years ended Scptember 30, 2006, though 2010 (all audited), and the five-month period ended February 28, 2011
{unaudited). The summary has been condensed from information contained in the District's audited financial statements
in the case of the fiscal years ended September 30, 2006, through 2010, to which reference is made for more complete
and further information; and from an unaudited compilation of information supplicd by the District's Bookkeeper in the
case of the information covering the five-month period ended February 28, 201 1. The derivation of Net Revenues which
follows excludes depreciation expenses. Sec “APPENDIX B - ANNUAL FINANCIAL REPORT.”

Fiscal Year Ended September 30

Five-Month
Period Ended

February 28, 2011* 2010 2009 2008 2007 2006
GENERAL FUND REVENUES:
Property Taxes $235,580 $391,456 $338.011 $291,766 $319.974 $183.948
Water Revenucs 37,482 54128 88.807 70,422 45,44 50,625
Sewer Revenues 18,549 43,649 29,636 17,610 16,050 11,640
Grinder Pump Maintenance 16,720 19,410 13,049 12,100 10,762 7,725
Penalty and Interest 566 856 1,731 1,654 829 1,090
Tap Conncction and
Inspection Fecs 7.590 29,713 48,971 100,912 35,800 13,575
Investment Revenues 1,050 2,309 4,216 11,909 14,740 14,699
Miscellancous Revemies 295 2264 530 1.586 2,039 5,822
TOTAL GENERAL
FUND REVENUES $317,832 $£543,785 $524.951 $507,959 $446,535 $289.124
GENERAL FUND EXPENDITURES:
I'rofessional Fees $34,234 $146,332 $154.624 $94,779 $ 46,055 $ 83,765
Contracied Services 45,958 118.166 100,501t 78,035 69,418 71,058
Purchased Water 6,422 11,728 8,447 7,534 6,622 6,544
Ulilities 15,373 42,683 35,987 31,500 17,560 19,841
Repairs and Maintenance 32,225 89,786 117,347 60,079 66,195 27,725
Other 35,749 76,144 84,174 46,376 56,210 36,413
Capital Cutlay 20,257 118,328 10,557 0 71,155 411,375
TOTAL GENERAL FUND
EXPENDITURES $190,718 $603,167 $511,637 $318,303 $333.215 $6356,721
EXCESS GENERAL FUND $127.114 $(59,382) $ 13314 $189,656 $113,320 $(367,597)
REVENUES OVER (UNDER)
EXPENDITURES

* Unaudited.

Net Revenues are pledged to the payment of the Bonds and are defined in the Bond Resolution as all income that is
derived from the ownership and operation of the District’s System as the same is purchased, constiucted or otherwise
acquired, which remains after deducting the operation and maintenance expenses of the System, but not including income
derived from contracts that is pledged for payment of any special project bonds that may be issued. The District does
not expect that the operation of its System will provide Net Revenues sufficient to make significant contributions, ifany,
to the District’s debt service requirements. The District’s General Fund at September 30, 2010, was $434,031 (audited),
and at March 1, 2011, was $564,040 (unaudited).
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RISK FACTORS

General

The Bonds, which are obligations solely of the District and not of the State of Texas, Travis County, Texas, the City of
Austin, Texas, the City of Lago Vista, Texas, or any political subdivision or agency other than the District, are secured
by the proceeds of an annual ad valorem tax, levied without legal limit as to rate or amount, upon all taxable property
within the District, and arc further secured by a pledge of and lien on Net Revenues, if any, derived from the operation
of the District’s System. The System is not expected to produce sufficient Net Revenues to make significant
contributions, if any, to futurc debt service payments. The ultimate security for payment of the principal of and interest
on the Bonds depends upon the District's ability to colleet from the property owners within the District taxes levied
against all taxable property located within the District, or, in the cvent taxes are not collected and foreclosure proccedings
are instituted by the District, upon the value of the taxable property with respect to taxes levied by the District and by
other taxing authorities. The District makes no representation that over the life of the Bonds the taxable property within
the District will maintain a value sufficient to justify continued payment of taxes by properly owners or that there will
be a market for any property if the District forecloses on property to enforce its tax lien. The potential increase in taxable
valuation of District property is dircctly related to the cconomics of the residential housing industry, not only duc to
general cconomic conditions, but also due to the particular factors discusscd below. Further, the collection of delinquent
taxes owed the District, and the enforcement by a Registered Owner of the District's obligation to collect sufficient taxes
may be costly and lengthy processes. Sce “Tax Collection Limitations,” “Production of Net Revenues™ and “Registered
Owners' Remedics and Bankruptey™ below and “THE BONDS - Source of Payment” and - “Registercd Owners'

Remedies.”
Factors Alfecting Taxable Values and Tax Payments

Economic Factors: The rate of development of the District is directly related to the vitality of the residential
housing industry. New residential housing construction and the sale of single-family residences and condominium
units of the types that have been constructed within the District can be significantly affected by factors such as
interest rates, credit availability, construction costs, the level of residential foreclosures, and consumer demand,
Decreased icvels of home construction activity would restrict the growth of property values in the District, Were
the District to experience a significant number of residential forcclosures, the value of all homes within the
District could be adversely affccted.  Although, as is described in this Official Statement under the captions
“DEVELOPMENT AND HOME CONSTRUCTION,” and “DEVELOPER AND OTHER PRINCIPAL
LANDOWNERS,” (i) the develepment of 212 single-family residential lots is complete within the District, and
(ti) as of March 1, 2011 , the District contained 66 single-family homes (including 2 homes under construction),
an 80-slip marina and parking lot, and the 71-unit Waterstone Condominiums on Lakc Travis, the District cannot
predict the pace or magnitude of any future development or single-family restdential or condominium construction
in the District other than that which has occurred (o date,

National Economy: There has been a significant downturn in new housing construction in the United States,
resulting in a decline in national housing market values. The Austin area, which includes Travis County and the
arca of the District {more particularly the Lake Travis market arca), has experienced reduced fevels of home
construction and valuation.  Although, as is described in this Official Statement under the captions
“DEVELOPMENT AND HOME CONSTRUCTION,” and “DEVELOPER AND OTHER PRINCIPAL
LANDOWNERS,” (i} the development 0f 212 single-family residential lots is complete within the District, and
(ii) as of March 1, 2011, the District contained 66 single-family homes (including 2 homes under construction),
an 80-slip marina and parking tot, and the 71-unit Waterstone Condominiums on Lake Travis, the District cannot
predict the pace or magnitude of any future development or single-family residential or condominium construction
in the District other than that which has occurred to date. The District cannot predict what impact, if any, a
continued downturn in the local and national housing and financial markets may have on the Austin and Travis
County market gencrally and the Lake Travis market arca, which includes the District, specifically.
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Credit Markets and Liquidity in the Financial Markets: [nterest rates and the availability of mortgage and
development funding have a direet impact on residential development activity and the construction and sales of
single-family residences and condominium units, particularly short-term interest rates at which developers are
ablc to obtain financing for development costs and at which homebuilders and condominium developers arc able
to finance the construction of new homes and condominium units for sale. Because of the numerous and changing
factors affecting the availability of funds, particularly liquidity in the national credit markets, the Districtis unable
1o assess the future availability of such funds for continued development and/or home construction or to facilitate
the sale of the remaining unsold condominium units in the Waterstone Condominiums on Lake Travis. In
addition, since the District is located approximately 26 miles northwest of the central downtown business district
of the City of Austin, the success of development within the District and growth of District taxable property
values are, to a great extent, & function of the Austin metropolitan and regional economies and national credit and
financial markets. A continued downturn in the economic conditions of Austin and further decline in real estate
and financial markets in the United States could adversely affect development and homcebuilding plans in the
District and restrain the growth of the District’s property tax base.

Single-Family Residential Lot Development, Home Construction and Condominium Markets on Lake
Travis: The single-family residential lot development, home construction and condominium markets on Lake
Travis for lots, single-family homes and condominiums of the types heretofore developed and constructed in the
District have been curtailed in recent years. Waterstone Development, L.P. (“WD”) (sce “DEVELOPER AND
OTHER PRINCIPAL LAND OWNERS™), the initial developer of the 7 1-unit Waterstone Condominiums on Lake
Travis, conveyed 52 of such condominiums and CDDR Properties, LLC sold 8 of such condominiums to HW
Waterstone, L.P. ("HW”) in August 2010. HW has sold 1 of such units, and has contracted to sell 2 additional
units. The District cannot predict whether the sale of the two units that arc under contract will be conswmmated.
Including the aforementioned unit that FI'W has sold, a total of 12 of such condominium units have been sold since
the April 2009 completion of the project. HW is marketing the remaining 57 condominium units for sale to
prospective purchasers. The District cannot predict the pace with which HW might be able to sell the
condominiuny units, if at all.  Waterford Partners owns a total of approximately 70.1 acres of currently
undeveloped land located within the District that it expects to develop as approximately 71 future single-family
residential lots. Approximately 43.3 acres located within the District (future Waterford on Lake Travis, Section
5-31 future single-family residential lots) are owned by HA Waterford Investors, LP ("HA™), Neither Waterford
Partners nor HA is under any obligation to the District to undertake the development of any currently undeveloped
portion of the District according 1o any particular timetable or at all, and thus the District cannot represent
whether, or when, the development of any of such currently undeveloped acres might occur, Moreover, Watcrford
Partners and HA may scll or otherwise dispose of their respective property within the District, or any other assets,
at any time. In addition, a sighificant number of the currently vacant fully developed single-family residential
lots located within the District have been sold to individuals who have no obligation to construct homes on such
lots at any time, and thus the District cannot predict the likelihood that a home will be constructed on any of such
lots. See “DEVELOPMENT AND HOME CONSTRUCTION,” “DEVELOPER AND OTHER PRINCIPAL
LAND OWNERS,” “FUTURE DEVELOPMENT" and “TAX DATA - Principal 2009 Taxpayers.”

The housing industry in the Austin metropolitan arca and on Lake Travis is very competitive, and the District can
give no assurance that any future home construction will be undertaken within the District by any home builder
or individual ot owner. The competitive positions of any developer or home builder or individual lot owner
which might attempt future development or home building projects in the District in the sale of developed lots
or in the construction or sale of single-family residential units are affected by most of the factors discussed in this
section, and such compelitive positions are dircctly related to tax revenucs received by the District and the growth
and maintenance of taxable valucs in the District. Moreover, the District cannot predict the likelihood of the sale
of the remaining 57 unsold condominium units in the Waterstone Condominiums on Lake Travis.

Developer/Builder Obligation to the District: The ability of Waterford Partners, WD (both defined in this
Official Statement under the caption “DEVELOPER AND OTHER PRINCIPAL LAND OWNERS”), or any
other principal taxpayer within the District to make full and timely payments of taxes levied against their property
by the District and similar taxing authorities will dircctly affect the District's ability to mect its debt service
obligations. Sec “TAX DATA - Principal 2010 Taxpayers.” There is no commitment by or legal requirement
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of Watcrford Partners or HA to the District to proceed at any particular rate or according to any specified plan
with the development of land in the District, or of any home building company or any individual lot owner that
has not yet constructed a home on a lot that such owuer has purchased, to proceed at any pacticular pace with the
construction of homes in the District, and there is no restriction on any land owner's right to scll its land.
Therefore, the District can make no representation about the probability of future development, if any, or the rate
of heme construction activity in the District. Sce “FUTURE DEVELOPMENT.” Morcover, the District cannot
predict the likelihood of the future sale of the condominium units of Waterstone Condominiums on Lake Travis
that arc currently available for sale.

Waterford Partners is a minimally-capitalized entity whose primary asscts are its developed lots, undeveloped
land, and marina within the District. Waterford Partners is dependent upon sale of lots, reimburscment from
proceeds of District bonds, and advances and/or loans from its limited partners to provide funds for payment of
its obligations. Waterford Partners is not responsible for, liable for, and has not made any commitment for
payment of debt service on the Bonds or other obligations of the District.  Waterford Partners has no legal
commitment to the District or owners of the Bonds to continue development of land within the District and may
sell or otherwise disposc of its property within the District or any other assets, at any time. Further, the financial
condition of Waterford Partners is subject to change at any time.

Maximum Impact on District Tax Rates

The value of the land and improvements currently located within the District wiil be a major determinant of the ability
of the District to collcct, and the willingness of District property owners to pay, ad valorem taxes levied by the District.
The District's 2010 Assessed Valuation is $97,407,729. Afterissuance of the Bonds, the Maximum Annual Debt Service
Requirement en the Bonds and the Outstanding Bonds will be $473,998 (2036) and the Average Annual Debt Service
Requirements on the Bonds will be $451,070 (2012 through 2036, inclusive). Assuming no increase to nor decrease
from the 2010 Assessed Valuation, no use of funds on hand, and the issuance of no additional bonds by the District, a
tax rates of $0.52 and $0.49 per $100 of Assessed Valuation at a 95% tax collection rate would be necessary to pay the
Maximum Annual Debt Service Requirement and the Average Annual Debt Service Requirements, respectively.
Moreover, the Estimated Valuation at February 1,201 1, of property located within the District, supplied by the Appraisal
Districtis $105,778,214. Assuming no increase to nor decrease from the Estimated Valuation at November 1, 2009, no
use of funds on hand, and the issuance of no additional bonds by the District, tax rates of $0.48 and $0.45 per $100 of
Asscssed Valuation at a 95% tax collection rate would be necessary to pay the Maximum Annual Debt Scrvice
Requirement and the Average Annual Debt Service Requirements, respectively.

The District has levied a debt service tax for 2010 of $0.347 per $100 of Assessed Valuation, plus a maintcnance tax
of $0.40 per $100 of Assessed Valuation. As the above table indicates, the 2010 debt service rate will be insufficient

" to pay the debt service on the Bonds and the Qutstanding Bonds unless taxable values increase beyond the level of the
Estimated Valuation at February 1, 2011, assuming a tax collection rate of 95%, no use of District funds on hand and
the sale of no additional bonds by the District. Taxablc values within the District would have to reach $136,833,005 in
order for a debt service tax rate of $0.347 per $100 Assessed Valuation to be sufficient to pay the Average Annual Debt
Service Requirements on the Bonds and the Outstanding Bonds, assuming that the District will have a tax collection rate
of 95%, no use of District funds on hand, and the sale of no bonds by the District in addition to the Bonds and the
Qutstanding Bonds. Taxable values within the District would have to reach $143,788,261 in order for a debt service tax
ratc of $0.347 per $100 Asscssed Valuation to be sufficient to pay the Maximum Annual Debt Service Requirement on
the Bonds and the Outstanding Bonds, assuming that the District will have a tax collection rate of 95%, no use of District
funds on hand, and the sale of no additional bonds by the District. Sce “TAXING PROCEDURES.” However, the
District currently intends to levy a debt service tax in 2011 of approximately $0.44 per $100 of Assessed Valuation in
conncction with the sale of the Bonds, and a 2011 maintenance tax of approximately $0.307 per $100 of Assessed
Valuation. Increases in the District's tax rate (o higher levels than the total $0.747 per $100 of Assessed Valuation ratc
which the District levied for 2010 may have an adverse impact upon future development of the District, the ability of
the District to collect, and the willingness of owners of property located within the District to pay, ad valorem taxes
levied by the District.
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As is cnumerated in this Official Statement under the caption “TAX DATA - Estimated Overlapping Taxes,” the
apgregate of the tax levics of all overlapping taxing units which levy taxes upon property located 1n the District, plus
the District's rale, ts $2.5647 per $100 of Assessed Valuation. Such aggregate rates are higher than the aggregate tax
levies of some municipat utility districts in the Austin metropolitan area, including the arca of the District, but are within
the range of the aggregate levies of many municipal utility districts in the Austin metropolitan area and the arca of the
District which are in stages of development comparable with the District.

Tax Collection Limitations

The District's ability to make debt service payments may be adversely affected by its inability to collect ad valorem taxes.

Under Texas law, the tevy of ad valorem taxes by the District constitutes a lien in favor of the District on a parity with
the liens of all other state and local taxing authorities on the property against which taxes are levied, and such lien may
be enforced by judicial foreclosure. The District's ability to collect ad valorem taxes through such foreclosure may be
impaired by (a) combersome, time consuming and expensive collection procedures, (b) a bankrupley court’s stay of tax
collection procedures against a taxpayer, (c) market conditions affecting the markcetability of taxable property within the
District and limitation of the proceeds from a foreclosure sale of such property, (d) adverse effects on the proceeds of
a foreclosure sale resulting from a taxpayer's limited right to redecm its foreclosed property as set forth below, or (e)
insufficicnt forcelosure bids to satisfy the tax liens of all state and local taxing authorities which have parity licns on the
property. While the District has a licn on taxable property within the District for taxces levied against such property, such
lien can be foreclosed only in a judicial procecding. Morcover, the value of the property to be sold for delinguent taxes
and thereby the potential sales proceeds available to pay debt service on the Bonds, may be limited by among other
factors, the existence of other tax licns on the properly, by the current aggregate tax rate being levied against the
property, or by the taxpayers' right to redeem residential or agricultural use property within two (2) years of foreclosure
and all other property within six (&) months of foreclosure. Sce “TAXING PROCEDURES.”

Production of Net Revenues

The Net Revenues, ifany, to be derived from the operation of the System are entirely dependent upon saies of water and
sewer service to current and future residents and uscrs of the System and related operating expenses. The District does
not expect that the operation of the System will produce Net Revenues sufficient to make a significant contribution, if
any, to the District's debt service requirements. The District's General Fund (operating fund) balance was $434,031 at
September 30, 2010 (audited), and was $564,040 at March 1, 2011 (unaundited). An audit of the District’s accounts for
the fiscal year cnded September 30, 2010, and is included as “APPENDIX B” to this Official Statement, Sce “THE
SYSTEM - Waterworks and Sewer System Operating Stalement.”

Registered Owners' Remedies and Bankrupicy

In the event of default in the payment of principal of or interest on the Bonds, the Registered Owners have a right to seek
a writ of mandamus requiring the District to levy adequate taxes each year to make such payments, Except for
mandamus, the Bond Resolution does not provide for remedies to protect and enforce the interests of the Registered
Owners. There is no acceleration of maturity of the Bonds in the event of default and, consequently, the remedy of
mandans may have to be relied upon from year to year. Based on recent Texas court decisions, it is unclear whether
§49.066, Texas Water Code, effectively waives governmental immunity of a municipal utility district for suits for money
damages., Even if the Registered Owners could obtain a judgment against the District, such a judgment could not be
enforced by a direct levy and exccution against the District's property. Further, the Registered Owners cannot themselves
foreclose on property within the District or sell property within the District in order to pay the principal of and interest
on the Bonds. Since there is no trust indenture or trustee, the Registered Owners would have to initiate and finance the
legal process to enforee their remedies. The enforceability of the rights and remedics of the Registered Owners may be
further limited by laws relating to bankruptcy, reorganization or other similar laws of general application affecting the
rights of creditors of political subdivisions such as the District. I[n this regard, should the District file a petition for
protection from creditors under federal bankruptey laws, a suit secking the remedy of mandamus would be automatically
stayed and could not be pursued unless authorized by a federal bankruptey judge. See “THE BONDS - Registered
Owners' Remedics.”
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Future Debt

The District reserved in the Bond Reselution the right to issuc the remaining $13,660,000 in combination unlimited tax
and revenue bonds authorized but unissued for waterworks, wastewaler and drainage facilities, the $13,200,000 for
refunding purposes, and such additional bonds as may hercafter be approved by the voters of the District. The District
has also reserved the right to issuc certain other additional bonds, speciai project bonds, and other obligations described
in the Bond Resolution. All of the remaining bonds described above for waterworks, wastewater and drainage facilities
which have herctofore been authorized by the voters of the District may be issucd by the District from time to time as
needed. The issuance of such $13,660,000 in bonds for watcrworks, wastewater and drainage facilities is also subject
to TCEQ authorization. The District’s Engincer currently estimates that the aforementioned $13,660,000 authorized
bonds which remain unissucd will be adequate to finance the construction of all waterworks, wastewater, and drainage
facilitics to provide service to all of the currently undeveloped portions of the District. See “Maximum Impact on
District Tax Rates” above, “THE BONDS,” “DEVELOPMENT AND HOME CONSTRUCTION,” “FUTURE
DEVELOPMENT” and “THE SYSTEM.” In addition to the water supply and distribution, wastewater collection and
treatment, and storm drainage facilities that the District has financed with portions of the proceeds of the sale of the
QOutstanding Bonds and is financing with portions of the proceeds of the sale of the Bonds (see “THE BONDS - Usc and
Distribution of Bond Proceeds™ and “THE SYSTEM™), the District expects to finance the acquisition or construction
of additional components of the Systern with portions of the proceeds of the sale of bonds, if any, in the future, If
additional bonds are issucd in the future and property values have not increased proportionately, such issuance might
mcrease gross debt/property valuation ratios and thereby adversely alfect the investment quality or security of the Bonds.

Sec “THE BONDS - Issuance of Additional Debt,”

The Effect of the Financial Institutions Act of 1989 on Tax Collections of the District

The Financial Institutions Reform, Recovery and Enforcement Act of 1989 (“FIRREA™), enacted on August 9, 1989,
contains certain provisions which affect the time for protesting property valuations, the fixing of tax liens, and the
collection of penalties and interest on delinquent taxes on real property owned by the Federal Deposit Insurance
Corporation (“FDIC”) when the FDIC is acting as the conservator or receiver of an insolvent financial institution.

Under FIRREA, real property held by the FDIC is still subject to ad valorem taxation, but such act states (i) that no real
property of the FDIC shall be subject to forcclosure or sale withoul the consent of the FDIC and no involuntary liens
shall attach to such property, (ii} the FDIC shall not be liable for any penalties, interest, or fines, including those arising
from the failure to pay any real or personal property tax when due, and (ii1) notwithstanding failure of a person to
challenge an appraisal in accordance with state law, such value shall be determined as of the period for which such tax

is imposcd.

There has been no definitive judicial determination of the validity of these provisions of FIRREA or how they are to be
construed and reconciled with respect to conflicting state laws. However, certain federal court decisions have held that
the FDIC is not liablc for statutory penaltics and interest authorized by state property tax law, and that, although a lien
for taxes may exist against rcal property, such licn may not be foreclosed without the consent of the FRIC, and no liens
for penalties, fines, interest, attorney's fecs, costs of abstract, and rescarch fees exist against the real property for the
failure of the FDIC or a prior property owner to pay ad valorem taxes when duc. It is also not known whether the FDIC
will attempt to claim the FIRREA exemptions as to the time for contesting valuations and tax assessments made prior
to and after the enactment of FIRREA. Accordingly, to the extent the FIRREA provisions are valid and applicable to
any property in the District and to the extent that the FDIC attempts to enforce the same, these provisions may affect the
timeliness of collection of taxes on property, il any, owned by the FDIC in the District and may prevent the collection
of penalties and interest on such taxces.

Continuing Compliance with Certain Covenants
The Bond Resolution contains covenants by the District intended to preserve the exclusion from gross income of interest

on the Bonds. Failure by the District to comply with such covenants on a continuous basis prior to maturity of the Bonds
could result in interest on the Bonds becoming taxable retroactively to the date of original issuance. Sce “LEGAL

MATTERS - Tax Exemption.”
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Environmental Regulation

Wastewater treatment and water supply facilitics arc subject to stringent and complex environmental laws and
regulations. Facilitics must comply with environmental laws at the federal, state, and local levels. These laws and
regulations can restrict or prohibit certain activities that affect the environment in many ways such as;

Requiring permits for construction and operation of water supply wells and wastewater treatment facilitics;
Restricting the manner in which wastes arc released into the air, water, or soils;

Restricting or regulating the use of wetlands or other property;

Requiring remedial action to prevent or mitigate pollution; and

Imposing substantial hiabilitics for pollution resulting from facility operations.

R~

Compliance with chvironmental laws and regulations can increase the cost of planning, designing, constructing and
operating water production and wastewater treatment facilitics. Sanctions against a municipal utility district or other
type of district for failure to comply with environmental laws and regulations may include a variety of civil and criminal
cnforcement measures, inchuding asscssment of monetary penalties, imposition of remedial requirements, and issuance
of injunctions as to future compliance of and the ability to operate the District’s water supply, waste water treatment,
and drainage facilitics. Environmental laws and regulations can also impact an area’s ability to grow and develop. The
following is a discussion of certain environmental concerns that relate to the District. It should be noted that changes
in cnvironmental laws and regulations occur frequently, and any changes that result in more stringent and costly
requirements could materially impact the District.

Air Quality Issues

Air gquality control measures required by the United States Environmental Protection Agency (the “EPA™) and the Texas
Commission on Environmental Quality (“TCEQ™) iay impact ncw industrial, commercial and residential development
in the Austin arca. Under the Clean Air Act (“CAA™) Amendments of 1990, the five-county “Austin Area” - Travis,
Hays, Williamson, Bastrop, and Caldwell countics — has been redesignated by the EPA as an attainment area. The
Austin Arca entered into an early action compact ("EAC™) with the TCEQ and EPA which demonstrates attainment and
maintenance of the 8-hour ozonc standard. EACs allow regions that arc in nonattainment or near-nonattainment for
ozone under the federal CAA to clect to use their knowledge of local conditions to determine which ozone control
stratcgies should be implemented in their area, as opposcd to having rules dictated by state and federal agencies.

The EPA signed a consent decree with several environmental organizations which bound the EPA to designating
nonattainment arcas for 8-hour nonattainment. The Austin Area took carly action with an EAC on November 17, 2004
to reduce its emissions so as not (0 be designated nonattainment.  Voluntary reductions have focused on reducing the
number of vehicles on Austin Area roads, since vehicles are the arca's main source of air pollution.

The area reports semi-annually on the progress of their control measures. The EAC ended on December 31, 2007,
However, as noted below, the EAC State Implementation Plan revision demonstrates maintenance through 2012 as part
of the area’s commitment. EPA approved the photochemical modeling in support of the attainment demonstration for
the 8-hour ozone standard within the Austin Arca on August 19, 2005. EPA also approved the Austin EAC “CAAP”
which includes control measures and demonstrates maintenance of the standard through 2012 (including a vehicle
inspection and maintenance (I/M) program). These steps and any EPA/TCEQ responses could impact the cconomy and
communities in the Austin Arca.

Water Supply and Discharge Issues
Water supply and discharge regulations that the District may be required to comply with involve: (1) public water supply

systems, (2) waste water discharges from treatment facilities, (3) storm water discharges and (4) wetlands dredge and
fill activities. Each of these is addrcssed below:
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Pursuant to the Safe Drinking Water Act (“SWDA”), potable (drinking) water provided by the District to more than
twenty-five (25) people or fifteen (1 5)service connections will be subject to extensive federal and state regulation as a
public water supply system, which include, among other requirements, frequent sampling and analyses. Further, EPA
adopted new drinking water rules in 2006 (the Stage 2 Disinfectants and Disinfection Byproducts Rule; the Long Term
2 Enhanced Surface Water Treatment Rule, and the Ground Water Rule), which the TCEQ adopted on December 19,
2007. These new rules became effective on January 10, 2008. Additionally, the EPA has been charged with establishing
maximum contaminant levels (MCLs) for potential drinking water contaminands (both naturally occurring and
anthropogenic) such as arsenic, lead, radon, and disinfection by-products {e.g. chlorine). Additional or more stringent
regulations or requirements pertaining to these and other drinking water contaminants in the future could require
installation of more costly treatment facilitics.

Opcrations of the District’s sewer facilitics will be subject to regutation under the Federal Clean Water Act and the Texas
Water Code. All discharges of polutants into the nation’s navigable waters must comply with the Clean Water Act.
The Clean Water Act allows municipal wastewater treatment plants to discharge treated effluent to the extent allowed
in permits issue by the EPA pursuant to the National Pollutant Discharge Elimination System (“NPDES™) program, a
national program established by the Clean Water Act for issuing, revoking, monitoring and cnforcing wastewater
discharge permits. On Scptember 14, 1998, EPA authorized Texas to implement the NPDES program, which is called
the Texas Pollutant Discharge Elimination System (“*TPDES”) program.

TPDES permits set limits on the type and quantity of discharge, in accordance with state and federal laws and
regulations. Any discharges to water bodics designated as impaired streams in accordance with the Clean Water Act
may be precluded from obtaining a TPDES permit if pollutants for which the stream is designated as impaired arc among
those pollutants being released by the District. Morcover, the Clean Watcr Act and Texas Water Code require municipal
wastewater treatment plants to meet sccondary treatment effluent limitations. In addition, under the Clean Water Act,
states must identify any bodics of water for which more stringent efflucnt standards are needed to achieve water quality
standards and must establish the maximum allowable daily load of certain pollutants into the water bodics. Total
maximum daily foads (*"TMDLs”) rules can have a significant impact on the District’s ability to obtain TPDES permits
and maintain those permits. The District may be required to expend substantial funds to meet any of these regulatory
requirements. If the District fails to achicve compliance with its discharge permits, a private plaintiff or the EPA could
institute a civil action for injunctive relicf and civil penalties. On August 8, 2007, the TCEQ adopted a TMDL for
bacteria in Gilleland Creck located in northeastern Travis County. The EPA approved this TMDL on April 21, 2009,
and the TMDL became part of the state’s Water Quality Management Plan. In addition, TCEQ has postponed adoption
of a bacteria TMDL for Peach Creck in Bastrop County. TCEQ is awaiting action on proposed revisions to the water
quality standards, and is not expected to take action until carly 2010.

Operations of the District arc also potentially subject to stormwater discharge permitting requirements as set forth under
the Clean Watcr Act and regulations implementing the Act. The TCEQ adopted by reference the vast majority of the
EPA regulations relating to stormwater discharges and has issued a general permit for stormwater discharges associated
with industrial activitics (which was amended and reissucd on August 14, 2006) and a general permit for stormwater
discharges associated with small municipal separate storm sewer systems (which was issued on August 13, 2007). The
District may also be required to develop and implement stormwater pollution prevention plans and stormwater
management plans. The District could incur substantial costs to develop and implement such plans and in connection
with the installation or performance of best management practices to minimize or climinate unauthorized pollutants that
may otherwise be found in stormwater runoff. Failure to comply with these requirements may result in the imposition
of administrative, civil, and criminal penaltics as well as injunctive relicf under the Clean Water Act or the Texas Water

Codc.

Operations of the District arc also potentially subject to requirements and restrictions under the Clean Water Act
regarding the use and alteration of wetland arcas that are within the “waters of the United States.” The District must
obtain a permit from the U.S. Army Corps of Engincers if operations of the District require that wetlands be filled,
dredged, or otherwise altered.
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LEGAL MATTERS

Legal Opinions

Delivery of the Bonds will be accompanied by the unqualified approving legal opinion of the Attorney General of Texas
as recorded in the Bond Register of the Comptroller of Public Accounts of the State of Texas, to the effect that the Bonds
are valid and binding obligations of the District under the Constitution and laws of the State of Texas, and all taxable
property within the Diistrict is subject to the levy of ad valorem taxes to pay the same, without legal limitation as to rate
or amount, and that the Bonds are further payable from and sccured by a pledge of Net Revenucs, if any, from the
operation of the District's System, based upon examination of a transcript of certificd proceedings held incident to the
issuance and authorization of the Bonds, and the approving legal opinion of Allen Boone Humphries Robinson LLP,
Bond Counsel for the District, to a like effect. Such opinions express no opinion with respect to the sufficiency of the
sccurity for or the marketability of the Bonds. Bond Counsel's opinion also will address the matters described below
under “Tax Matters.”

Bond Counscl has reviewed the information appearing in this Official Statement under “THE BONDS” (except for
information under the subheadings “Book-Entry-Only System” and “Use and Distribution of Bond Proceeds™), “THE
DISTRICT - Management of the District - Bond Counsel and General Counsel,” “TAXING PROCEDURES,” “TAX
MATTERS,” “LEGAL MATTERS - Legal Opinions” and “CONTINUING DISCLOSURE OF INFORMATION” solcly
to determine whether such information, insofar as it relates to maticrs of law, is truc and correet and whether such
information fairly summarizes matters of law, the provisions of the documents referred to therein and conforms to the
provisions of the Order of the TCEQ approving the Bonds with respect to the sale of the Bonds. Bond Counsel has not,
however, independently verified any of the factual information contained in this Official Statement nor has it conducted
an investigation of the affairs of the District for the purpose of passing upon the accuracy or completeness of this Official
Staterment. No person is entitled to rely upon Bond Counsel's limited participation as an assumption ol responsibility for
oran cxpression of opinion of any kind with regard to the accuracy or completencss of any information contained herein,
other than the matters discussed immediately above.

Allen Boone Humphries Robinson LLP also serves as general counsel to the District on matters other than the issuance
of bonds. The legal fees paid to Bond Counsel for services rendered in connection with the issuance of the Bonds are
based on a percentage of the bonds actually issued, sold and delivered and, therefore, such fees are contingent upon the
sale and delivery of the Bonds.

No-Litigation Certificate

The District will furnish the Imitial Purchaser a certificate, executed by the President and Secretary of the Board, and
dated as of the date of delivery of the Bonds, that to their knowledge, no litigation is pending or threatened affecting the
validity of the Bonds, or the levy and/or collection of taxcs for the payment thercof, or the organization or boundarics
of the District, or the title of the officers thercof to their respective offices.

TAX MATTERS

In the opinion of Allen Boone Humphries Robinson LLP, Bond Counsel, (1) interest on the Bonds is excludable from
gross income for federal income tax purposes under existing law, and (ii) the Bonds arc not subject to the alternative
minimum tax on individuals and corporations, except for certain alternative minimuni tax conscquences for corporations,

The Internal Revenue Code of 1986, as amended (the "Code") imposes a number of requirements that must be satisfied
for interest on state or local obligations, such as the Bonds, to be excludable from gross income for federal income 1ax
purposes. These requirements include limitations on the use of procecds and the source of repayment, limitations on the
investment of proceeds prior to expenditure, a requirement that excess arbitrage earned on the investment of proceeds
be paid periodically to the United States and a requircment that the issuer file an information report with the Internal
Revenue Service (the "Service"). The District has covenanted in the Resolution that it will comply with these

requircnients.
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Bond Counscl's opinion will assume continuing compliance with the covenants of the Resolution pertaining to those
sections of the Code which affect the exclusion from gross income of mterest on the Bonds for federal income tax
purposcs and, inaddition, will rely on representations by the District, the District's Financial Advisorand the Underwriter
with respect to matters solely within the knowledge of the District, the District's Financial Advisor and the Underwriter,
respectively, which Bond Counscl has not independently verified. If the District should fail to comply with the
covenants in the Resolution or if the foregoing representations should be determined to be inaccurate or incomplete,
interest on the Bonds could become taxable from the date of delivery of the Bonds, regardless of the date on which the
cvent causing such taxability occurs.

The Code also imposcs a 20% alternative minimum tax on the “alternative minimum taxable income” of a corporation
if the amount of such alternative minimum tax is greater than the amount of the corporation’s regular income tax.
Generally, the alternative minimum taxable income of a corporation {other than any § corporation, regulated investment
company, REIT, REMIC or FASIT), includes 75% of the amount by which its “adjusted current carnings™ cxceeds its
other “alternative minimum taxable income.” Because interest on tax exempt obligations, such as the Bonds, is included
in a corporation’s “adjusted current earnings,” ownership of the Bonds could subject a corporation to alternative
minimum tax consequences.

Under the Code, taxpaycrs are required to report on their returns the amount of tax exempt interest, such as interest on
the Bonds, received or accrued during the year. Payments of interest on tax-exempt obligations such as the Bonds arc
in many cases required to be reported to the Service. Additionally, backup withholding may apply to any such payments
to any owner who is not an "cxempt recipient” and who fatls to provide certain identifying information. Individuals
generally arc not exempt recipicnts, whereas corporations and certain other entitics generally arc exempt recipients.

Except as stated above, Bond Counscl will express no opinion as to any federal, state or local tax consequences resulting
from the ownership of, receipt of intercst on, or disposition of, the Bonds,

Prospective purchasers of thc Bonds should be aware that the ownership of tax exempt obligations may result in
collateral federal income tax conscquences to financial institutions, life insurance and property and casualty insurance
companics, certain S corporations with Subchapter C earnings and profits, individual recipients of Social Security or
Railroad Retirement bencfits, taxpaycrs who may be deemed to have incurred or continued indebtedness to purchase or
carry tax cxempt obligations, taxpaycrs owning an interest in a FASIT that holds tax-cxempt obligations, and individuals
otherwise qualifying for the earned income credit. In addition, certain foreign corporations doing business in the United
States may be subject to the "branch profits tax” on their effectively-connected earnings and profits, including tax exempt
interest such as intercst on the Bonds, These categories of prospective purchasers should consult their own tax advisors
as to the applicability of these conscquences.

Bond Counsel's opinions are based on existing law, which is subject to change. Such opinions are further based on Bond
Counscl's knowledge of facts as of the date hercof. Bond Counsel assumes no duty to update or supplement its opinions
to reflect any facts or circumstances that may thereafter come to Bond Counsel's attention or to reflect any changes in
any law that may thereafier occur or become effective. Moreover, Bond Counsel's opinions are not a guarantee of result
and are not binding on the Service; rather, such opinions represent Bond Counsel's legal judgment based upon its review
of existing law and in reliance upon the representations and covenants referenced above that it deems relevant to such
opinions. The Service has an ongoing audit program to deterimine compliance with rules that relatc to whether interest
on state or local obligations is includable in gross income for federal income tax purposes. No assurance can be given
whether or not the Service will commence an audit of the Bonds. If an audit is commenced, in accordance with its
current published procedures the Service is likely to treat the District as the taxpayer and the owners of the Bonds may
not have a right to participate in such audit. Public awarcness of any future audit of the Bonds could adversely affect
the value and liquidity of the Bonds during the pendency of thc audit regardless of the ultimate outcome of the audit.
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Tax Accoanting Treatment of Original Issue Discount Bonds

The issuc price of certain of the Bonds (the "Original Issue Discount Bonds") is less than the stated redemption price
at maturity. In such case, under existing law, and bascd upon the assumptions hereinaficr stated (a) the difference
between (1) the stated amount payable at the maturity of cach Original Issue Discount Bond and (ii) the issuc price of
such Original Issuc Discount Bond constitutes original issuc discount with respect to such Original Issue Discount Bond
in the hands of any owner who has purchased such Original Issue Discount Bond at the initial public offering price in
the initial public offering of the Bonds; and {b) such mitial owner is entitled to exclude from gross income (as defined
in Scction 61 of the Code) an amount of income with respect to such Original Issue Discount Bond equal to that portion
of the amount of such original issue discount atlocable to the period that such Original Tssuc Discount Bond continues

to be owned by such owner.

In the cvent of the redempiion, sale or other taxable disposition of such Original Issue Discount Bond prior to stated
maturity, however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond in
the hands of such owner (adjusted upward by the portion of the original issuc discount allocable to the period for which
such Bond was held by such initial owner) is includable in gross income. (Because original issue discount is treated as
interest for federal income tax purposes, the discussion regarding interest on the Bonds under the caption "TAX
MATTERS" generally applics, except as otherwise provided below, to original issuc discount on a Original [ssuc
Discount Bond held by an owner who purchased such Bond at the initial offering price in the initial public offering of
the Bonds, and sheuld be considered in connection with the discussion in this portion of the Official Statement.)

The foregoing is based on the assumptions that (a) the Underwriter has purchased the Bonds for contemporancous sale
to the general public and nof for investment purposes, and (b) all of the Original Issue Discount Bonds have been offered,
and a substantial amount of each maturity thereof has been sold, to the general public in arm's-length transactions for
a cash price (and with no other consideration being included) cqual to the initial offering prices thereof stated on the
cover page of this Official Statement, and (¢) the respective initial offering prices of the Original Issue Discount Bonds
to the general public arc equal to the fair market value thercof. Neither the District nor Bond Counsel warrants that the
Original Issue Discount Bonds will be offered and sold in accordance with such assumptions.

Under existing law, the original issuc discount on each Original Issuc Discount Bond is accrued daily to the stated
maturity thereof (in amounts calculated as described below for each six-month period ending on the date before the
semiannual anniversary dates of the Bonds and ratably within each such six-month period) and the accrued amount is
added to an initial owner's basis for such Bond for purposes of determining the amount of gain or loss recognized by such
owner upon redemiption, sale or other disposition thereof, The amount to be added to basis for cach acerual period is
equal to (a) the sum of the issuc price plus the amount of original issue discount accrued in prior periods multiplied by
the yield 1o stated maturity (determined on the basis of compounding at the close of each accrual peried and properly
adjusicd for the length of the accrual period) Iess (b) the amounts payable as current interest during such accrual period
on such Bond.

The federal income tax consequences of the purchase, ownership, and redemption, sale or other disposition of Original
[ssuc Discount Bonds which arc not purchased in the initial offering at the initial offering price may be determined
according to rules which differ from those described above. All owners of Original Issuc Discount Bonds should consutt
their own tax advisors with respect to the determination for federal, state and local income tax purposes of intcrest
accrucd upon redemption, sale or other disposition of such Bonds and with respect to the federal, state, local and foreign
tax consequences of the purchase, ownership and redemption, sale or other disposition of such Bonds.

Qualified Tax-Exempt Obligations

The Code requires a pro rata reduction in the interest expense deduction ol a financial institution to reflect such financial
institution's investment in tax-exempt obligations acquired afier August 7, 1986, Anexception to the foregoing provision
is provided in the Code for "qualified tax-cxempt obligations,"” which include tax-exempt obligations, such as the Bonds,
(a) designated by the issuer as "qualified tax-exempt obligations™ and (b} issucd by or on behalf of a political subdivision
for which the aggregate amount of tax-cxempt obligations (not including private activity bonds other than qualified
501{c)(3) bonds) to be issucd during the calendar year is not expected to exceed $10,000,000.
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The Issucr will designate the Bonds as "qualified tax-exempt obligations" and has represented that the aggregate amount
of tax-exempt bonds (including the Bonds) issucd by the Issucr and entities aggregated with the Issuer under the Code
during calendar year 2011 is not expected to execeed $10,000,000 and that the Issuer and entitics aggregated with the
Issuer under the Code have not designated more than 10,000,000 in "qualificd tax-cxempt obligations” (including the
Bonds) during catendar year 2011,

Notwithstanding these exceptions, financial institutions acquiring the Bonds will be subject to a 20% disallowance of
allocable intercst expense.

OFFICIAL STATEMENT
General

The information contained in this Official Statement has been obtained primarily from the District's records, the
Engineer, the Tax Assessor/Collector and other sources believed to be reliable; however, no representation is made as
to the accuracy or completeness of the information contained herein, except as described below under “Certification as
to Official Statement.” The summarics of the statutes, resolutions and engineering and other related reports set forth
herein are included subject to all of the provisions of such documents. These summaries do not purport to be complete
statements of such provisions and reference is made to such documents for further information.

The District's audited financial statements for the year ended September 30, 2010, were prepared by McCall Gibson
Swedlund Barfoot PLLC, Certificd Public Accountants, and have been included herein as “APPENDIX B.” McCall
Gibson Swedlund Barfoot PLLC, Certificd Public Accountants, has conscnted to the publication of such financial
statements in this Official Statement. A copy ofthe Management Letter from the District’ s auditor to the District’s Board
of Directors relating to the District’s financial reporting under Statement of Auditing Standards No. 115, including the
District’s response thereto, is included in “APPENDIX B.”

Experts

The information contained in the Official Statement relating to engineering and to the description of the System, and,
inparticular, thatengineering information included in the sections entitled “THE BONDS - Usc and Distribution of Bond
Proceeds,” “THE DISTRICT” and “THE SYSTEM” has been provided by Jones & Carter, Inc. and has been included
herein in reliance upon the authority of said firm as experts in the field of civil engineering.

The information contained in the Official Statement relating 1o assessed valuations of property generally and, in
particular, that information concerning collection rates and valuations contained in the sections captioned “DISTRICT
DEBT” and “TAX DATA” was provided by Thomas W. Lee of Assessments of the Southwest, Inc. and the Appraisal
District. Such information has been included herein in reliance upon Mr, Lee’s authority as an expert in the ficld of tax

collection and the Appraisal District's authority as an expert in the field of tax asscssing.
Certification as to Official Statement

The District, acting by and through its Board of Direclors in its official capacity and in reliance upon the experts listed
above, hereby certifics, as of the date hereof, that to the best of its knowledge and belicf, the information, statcments and
descriptions pertaining to the District and its affairs herein contain no untrue statcments of a material fact and do not omit
to state any material fact necessary to make the statements herein, in light of the circumstances under which they were
made, not misleading. The information, descriptions and statements concerning entities other than the District, including
particularly other governmental entities, have been obtained from sources belicved to be reliable, but the District has
made no independent investigation or verification of such matters and makes no representation as to the accuracy or
completeness thercof,
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Updating of Official Statcment

If, subsequent to the date of the Official Statement, to and including the date the Underwriters are no longer required
to provide an Official Statement to customers who request same pursuant to SEC Rule 15¢2-i2, the District lcarns, or
18 notified by the Underwriters, of any adverse event which causes the Official Statement (o be materially misleading,
and unless the Underwriters elect to terminate its obligation to purchasc the Bonds, the District will promptly prepare
and supply to the Underwriters an apprepriatc amendment or supplement to the Official Statemcent satisfactory to the
Underwriters; provided, however, that the obligation of the District to so amend or supplement the Official Statement
will terminate upon the earlier of (i) 90 days afier the end of the underwriting period as defined in SEC Rule 15¢2-12
or (ii) the date the Official Statement is filed with the MSRB, but in no casc less than 25 days after the “end of the
underwriting period.”

Official Statement “Deemed Final”

For purposes of compliance with Rule { 5¢2-12 of the United States Securities and Exchange Commission (the “SEC”),
this document, as the same may be supplemented or corrected by the District from time to time, may be treated as an
Officiai Statement with respect to the Bonds described herein “deecmed final” by the District as of the date hercof (or of
any such supplement or cerrection) except for the omission of certain information referred to in the succeeding
paragraph,

The Official Statement, when further supplemented by adding information specifying the interest rates and certain other
information relating to the Bonds, shall constitute a “FINAL OFFICIAL STATEMENT?” of the District with respect to
the Bonds, as that term is defined in Rule 15¢2-12.

NO MATERIAL ADVERSE CHANGE

The obligations of the Underwriter to take up and pay for the Bonds, and of the District to deliver the Bonds, are subject
to the condition that, up to the time of delivery of and receipt of payment for the Bonds, there shall have been no material
adverse change in the financial condition of the District subscquent to the date of sale from that set forth in the
Preliminary Official Statement, as it may have been finalized, supplemented or amended through the date of sale.

CONTINUING DISCLOSURE OF INFORMATION

The offering of the Bonds qualifies for the Rule 15¢2-12(d)(2) exemption from Rule 15¢2-12(b)(5) of the SEC regarding
the District's continuing disclosure oblipations becausc the District does not have more than $10,000,000 in aggregate
amount of outstanding bonds and no person is commitied by contract or other arrangement with respect to payment of
the Bonds. As required by the exemption, in the Bond Resolution, the District has made the following agreement for
the benefit of the holders and beneficial owners of the Bonds. The District is required to observe the agreement for so
long as it remains obligated to advance funds to pay the Bonds. Under the agreement, the District will be obligated to
provide certain updated financial information and operating data annually, and timely notice of specified material events,
to thc Municipal Sccuritics Rulemaking Board (the “MSRB™) through its Electronic Municipal Market Access
(“EMMA™) system,

Annual Reports

The District will provide certain financial information and operating data to the MSRB. The financial information and
operating data which will be provided with respect to the District is found in “APPENDIX B” (the District's Annual
Financial Report). Any information so provided shalt be prepared in accordance with generally accepted auditing
standards or other such principles as the District may be required to employ from time to time pursuant to state law or
regulation, and audited if the audit report is completed within the period during which it must be provided. If the audit
report is not complete within such period, then the District shall provide unaudited financial statements for the applicable
fiscal year within such six month period, and audited financial statements when the audit report becomes available.
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The District's current fiscal year end is September 30, Accordingly, it must provide updated information by January 31
in each ycar, unless the District changes its fiscal year. If the District changes its fiscal year, it will notify the MSRB

of the change.,
Material Event Notices

The District will provide timely notices of certain events to the MRSB, but in no cvent will such notices be provided to
the MSRB in excess of ten business days afler the occurrence ofan event. The District will provide notice of any of the
following cvents with respect to the Bonds: (1) principal and interest payment delinquencies; (2) non-payment related
defaults, if material; (3) unscheduled draws on debt service reserves reflecting financial difficultics; (4) unscheduled
draws on credit enhancements reflecting financial difficultics; (5) substitution of credit or liquidity providers, or their
failure to perform; (6) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed [ssue (IRS Form 5701 TEB) or other material notices or determinations
with respect to the tax-exempt status of the Bonds, or other events affecting the tax-exempt status of the Bonds; (7)
modifications to rights of beneficial owners of the Bonds, if material, (8) bond calls, if material, and tender offers: (9)
defeasances; (10) release, substitution, or sale of property sccuring repayment of the Bonds, if material; (11) rating
changes; (12) bankrupltey, insolvency, receivership or similar event of the District or other obligated person within the
meaning of CFR § 240,15¢2-12 (the “Rule”); (13) consummation of a merger, consolidation, or acquisition involving
the District or other obligated person within the meaning of the Rule or the sale of all or substantially all of the assets
of the District or other obligated person within the meaning of the Rule, other than in the ordinary course of business,
the entry into a definitive agreement to undertake such an action or the termination of an definitive agreement relating
to any such actions, other than pursuant to its terms, if material; and (14) appointment of a successor or additional trustee
or the change of name of a trustee, if material to a decision to purchase or scll Bonds. The term “material” when used
in this paragraph shall have the meaning ascribed to it under federal securities laws. Neither the Bonds nor the Bond
Resolution makes any provision for debt service reserves or liquidity enhancement. In addition, the District will provide
timely notice of any failure by the District to provide information, data, or financial statements in accordance with its
agrcement described above under “Annual Reports.”

Availability of Information

The District has agrecd to provide the foregoing information only to the MSRB. Investors will be able to access, without
charge from the MSRB, continuing disclosure information filed with the MSRB at www cmma.msrb.org,

Limitations and Amendments

The District has agreed to update information and to provide notices of material events only as described above. The
District has not agreed to provide other information that may be relevant or material to a complele presentation of its
financial results of operations, condition, or prospects or agreed to update any information that is provided, except as
described above. The District makes no representation or warranty concerning such information or concerning its
uscfulness to a decision to invest in or scll Bonds at any futurc date. The District disclaims any contractual or tort
liability for damages resulting in whole or in part from any breach of its continuing disclosure agreement or from any
statement made pursuant to its agreement, although holders or beneficial owners of Bonds may seck a writ of mandamus

to compel the District to comply with its agreement.

The District may amend its continuing disclosure agreement from time to time to adapt to changed circumstances that
arise from a change in legal requircments, a change in law, or a change in the identity, nature, status, or type of
operations of the District, if but only if the agreement, as amended, would have permitted an underwriter to purchase
or sell Bonds in the offering made hereby in compliance with the Rule taking into account any amendments or
interpretations of the Rule to the date of such amendment, as well as such changed circumstances, and cither the holders
of a majority in aggregate principal amount of the outstanding Bonds consent to the amendment or any person
unaffiliated with the District (such as nationally recogmzed bond counsel) determines that the amendment will not
materially impair the interests of the holders and beneficial owners of the Bonds. The District may amend or repeal the
agreement in the Bond Resolution if the SEC amends or repeals the applicable provisions of the Rule or a court of final
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jurisdiction determines that such provisions arc invalid or unenforceable, but only to the extent that its right to do so
would not prevent the Underwriter from lawfully purchasing the Bonds in the initial offering. 1fthe District so amends
the agreement, it has agreed to include with any financial information or operating data next provided in accordance with
its agreement described above under “Annual Reports™ an explanation, in narrative form, of the reasons for the
amendment and of the impact of any change in the type of financial information and operating data so provided.

Compliance With Prior Undertakings

During the last five years, the District has complied in all mmaterial respects with its continuing disclosure agreements
made by it in accordance with the Rule.

This Official Statement was approved by the Board of Directors of Travis County Municipal Uttlity District No. 10 as

of the datc shown on the first page hercof.

Harvey Reiter
President, Board of Directors
Travis County Municipal Utility District No. 10

ATTEST:

Jack McMahon
Secretary, Board of Dircctors
Travis County Municipal Utility District No. 10
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